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Form 10-K 

Genstar Limited is incorporated under, the laws of 
Canada. The company’s shares are traded on the 
New York Stock Exchange among others and the 
company files an annual report on Form 10-K with the 
Securities and Exchange Commission, Washington, 
D.C. This report is available free of charge to share- 
holders on request to the Secretary of the company. 


Version Francaise 

Les actionnaires qui désirent recevoir ce rapport 
en francais sont priés d’en faire la demande au 
Secreétaire de la Société. 


Two-Part Annual Report 

The 1976 Annual Report is in two parts. Book | contains 
a review of the company’s operations while Book II 
contains the financial statements and notes to financial 
statements. Both are essential parts of the 1976 
Annual Report. 


FINANCIAL HIGHLIGHTS 


Revenues 

Funds from Operations 

Depreciation, Depletion and Amortization 
Net Income 

Dividends on Common Shares 


Net income per common share — Basic 
— Fully Diluted 
Dividends per common share 


Annual Meeting 

The Annual and Special General Meeting of Genstar 
Limited will be held on Monday, April 25th, 1977 at 
10:00 a.m. in the Auditorium, Mezzanine 2 of The Royal 
Bank of Canada Building, One Place Ville Marie, 
Montreal, Canada. Meetings of holders of Genstar 
preferred shares as a class, and Series A, B, C and D, 
will be held immediately following the Annual and 
Special General Meeting at the times specified in the 
Notice of Meeting. 


What is Genstar? 

Genstar Limited is a diversified operating company 
which manufactures cement, building materials, chem- 
icals and fertilizers, and is engaged in housing, land 
development, commercial property development and 
management, construction, tug and barge transporta- 
tion, shipbuilding and ship repairs, import-export of 
industrial minerals, and venture capital investment. 


1976 


$ 888.3 
93.8 
32.3 
55.7 
14.7 


$4.63 
4.18 
1.25 


1975 
(Millions) 


$ 721.5 
77.1 
26.5 
47.2 
13.6 


$4.03 
3.61 
1.20 


Increase 
(Per cent) 


23.1 
211 
Pai NS) 
18.0 

8.1 


14.9 
13:5 
4.2 
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REPORT OF THE DIRECTORS 


Earnings 

The company’s housing and land development 
operations in Canada and the United States were 
primarily responsible for the overall increase in 
earnings in 1976. The cement, building materials and 
construction operations also made significant con- 
tributions to the increase in earnings while income from 
the marine group was down from 1975. The chemical 
and fertilizer operations registered a loss for the year 
but income from the California venture capital division 
was ahead of 1975. 


Net income for the year rose to $55.7 million, or $4.63 
per common share from $47.2 million, or $4.03 per 
common share a year earlier. The quarterly dividend 
was increased to 35 cents for the fourth quarter from 
30 cents previously. 


Significant Events 
Several key events in 1976 have set the course for the 
company over the coming years. 


Early in the year the Foreign Investment Review Agency 
ruled that for purposes of the Act, Genstar would be 
considered a Canadian company, and would not, 
therefore, be required to make application to that 
Agency when acquiring other Canadian companies. 


In July the company purchased 62.4 per cent of the 
outstanding shares of Abbey Glen Property Corpora- 
tion from Capital & Counties Property Company Limited 
of London, Engiand, and by early 1977 had acquired all 
the remaining outstanding minority shares. Total cost 
of this acquisition was $79 million of which $72 million 
was in cash and $7 million in preferred shares. 


Substantially all of Abbey Glen’s residential buildings 
were sold in February this year for $59 million. The 
proceeds were applied to reduce Abbey Glen’s debt as 
part of a continuing program to improve and strengthen 
Genstar’s balance sheet. For a more lengthy discus- 
sion of the Abbey Glen acquisition and its effect on 
Genstar’s operations and finances please refer to page 
6 of Book | of this report. 


While construction work continues on the new $100 
million Vancouver cement plant, the decision to 
proceed with a major $60 million expansion of the 
Edmonton cement plant is an indication of the impor- 
tance of this basic commodity in Genstar’s industrial 
product mix and the company’s optimistic view of the 
economic future of Western Canada. 


Our investment of $30 million to date, and an addi- 
tional $16 million in 1977, in international marine 
operations is a reflection of the potential the company 
sees in this business. 


As a principal in Arctic Transportation Limited, Genstar 
participated in the acquisition by ATL of the Kaps 


Transport Limited marine division on the Mackenzie 
River. This acquisition was made in expectation of 
providing services to continuing resource develop- 
ments in the Arctic and the Mackenzie River delta 
regions. 


A new company in which Genstar is a 75 per cent 
partner with Costain Concrete of the U.K., opened a 
$5 million concrete rail tie production plant in Edmon- 
ton, the first of its kind in North America, to service 
this new and expanding market. 


Capital Expenditures 

Capital expenditures in 1976 totalled $90 million and 
included $24 million on the new Vancouver cement 
plant, $4 million to complete the concrete rail tie plant 
in Edmonton, $17 million on equipment for interna- 
tional marine operations, and $10 million on three 
concrete pipe plants and one concrete block plant. The 
remainder was for mobile equipment replacement and 
plant modernization programs in various divisions. 


In 1977, capital expenditures are expected to total 
$135 million, the largest portion of which will be spent 
on the Vancouver and Edmonton cement plants ($80 
million), completion of equipment commitments to 
international marine joint ventures ($16 million) and an 
expansion of the gypsum wallboard plant in Edmonton 
($2 million). A further $37 million will be spent on 
equipment replacement and modernization of facilities. 


Labor Relations 

The company has collective labor agreements with 
over 100 bargaining units in its various divisions. 
Operations in 1976 were directly affected by only one 
strike involving 20 employees in the Eastern Canada 
marine division. However, several of our divisions, 
especially in British Columbia and to a lesser extent in 
Quebec, were affected indirectly by strikes resulting 
from a breakdown in industry-wide negotiations. 


More significant to the company’s results are work 
stoppages which affect the operations of our major 
customers. Construction trades and other strikes in 
British Columbia and Quebec in 1976 combined with 
poor economic conditions had an adverse effect on 
some Genstar operations in these provinces. 


The Anti-Inflation Program 

One of the most serious effects of the Canadian 
government’s anti-inflation program, viewed in the 

light of over a full year’s experience of controls on 
prices and incomes, is the decline in business invest- 
ment in Canada. Controls on profits and a lack of 
business confidence in the wisdom of government 
actions in many fields have all had a negative effect on 
investment decisions and, consequently, unemployment 
remains at a high level. 


Because of the controls which are part of the anti- 
inflation program, Genstar’s full profit potential was not 
realized during the year. 


While initially in agreement with the need for a frontal 
attack on inflation, which reached a new high in mid- 
1975, we expressed our concern over a year ago on the 
lack of constructive tax incentives as a stimulus to the 
economy. Business investment and consumer spending 
must be stimulated by means of incentives to provide 
added strength to the economy. 


In our opinion, the anti-inflation program should be 
terminated as soon as possible and measures should 
be taken to alleviate the resulting pressures and dis- 
ruptions. These measures should be accompanied by 
a program aimed at reducing the cost of government 
at all levels. 


Outlook 

The economic picture for Canada in 1977 is still rather 
cloudy but there is little doubt that provincial econ- 
omies will vary markedly in strength. Briefly, the 
Prairie provinces of Manitoba, Saskatchewan and 
Alberta, where Genstar has major housing, land devel- 
opment, cement and building materials operations, are 
expected again to provide a solid economic base for 
1977. Some improvement in building materials and 
marine results is expected in British Columbia as the 
economy of the province recovers slowly from the 
doldrums of the last two years. The economy of Quebec 
is expected to be weak again in 1977. 


While Canadians will have to come to grips with a 
number of serious economic problems in 1977, we 
have some grounds for optimism because the areas 

in which we have major operations, as in Western 
Canada, are likely to perform better than the economy 
as a whole. 


International marine operations, based on contractual 
work on hand, should prove profitable and operations 
in California, where the economy is expected to con- 
tinue to support strong growth in housing and real 
estate markets, will help balance soft spots in other 
geographical areas. 


Board of Directors 

Having reached retirement age, Mr. August A. Franck 
relinquished his responsibilities as Chief Executive 
Officer of Genstar. 


The Directors would like to record their appreciation 
and thanks to Mr. Franck for his untiring efforts and 
invaluable services to the company over the past 
thirteen years. Mr. Franck remains as Chairman of the 
Board and a Director and will continue to make avail- 
able his experience, counsel and wisdom to the 
company. 


We are pleased to welcome four new members to the 
Board of Directors. They are Mr. James W. Burns of 
Winnipeg, Mr. Kelly H. Gibson of Calgary, Mr. John B. 
Hamilton, Q.C. of Toronto, and Mr. Walter F. Light of 
Montreal. 


Mr. Burns is President, Chief Executive Officer, anda 
Director of The Great-West Life Assurance Company, 
Winnipeg, and a Director of The Investors Group. 


Mr. Gibson is Chairman of the Board of Westcoast 
Transmission Company Limited of Vancouver, Foot- 
hills Pipe Lines Ltd. and Westcoast Petroleum Ltd. 
both of Calgary. 


Mr. Hamilton is a senior partner in the law firm of 
Hamilton, Torrance; Chairman of the Board of Abbey 
Glen Property Corporation, Toronto, and Chairman of 
the Executive Committee of CP Air, Vancouver. 


Mr. Light is President and a Director of Northern 
Telecom Limited of Montreal and a Director of The 
Royal Trust Company and Hudson’s Bay Oil and Gas 
Company Limited. 


Genstar People 

The success of our operations in 1976 is a direct 
tribute to the loyalty, initiative and hard work of Genstar 
people in all divisions. Whatever problems had to 

be faced in 1976 were met with ingenuity and determi- 
nation, qualities which are essential to any successful 
venture. Members of the Board recognize the impor- 
tance of this contribution to the continuing success of 
the company and join us in expressing our thanks to all 
the people of Genstar for their loyal and effective efforts. 


On behalf of the Board 


CO MM ey Ni 


Ross J. Turner 
President 


Angus A. MacNaughton 
Vice Chairman 


Montreal, Canada 
February 16, 1977 


ABBEY GLEN 


Background 

Abbey Glen Property Corporation, an amalgamation of 
Great Northern Capital Corporation and Western 
Realty Projects Ltd., was controlled by Capital & 
Counties Property Company Limited, a London-based 
international real estate company. It was from Capital 
& Counties that Genstar purchased 62.4 per cent of 
Abbey Glen in July, 1976 for $49 million cash. 


Since that time, the company has acquired all of the 
remaining outstanding minority shares of Abbey Glen 
for $23 million cash and $7 million of preferred shares. 
Holders of Abbey Glen share purchase warrants and 
convertible debentures continue to have the right to 
acquire Abbey Glen Class A Shares under the terms 
and conditions originally attached to these instruments. 
The Class A Shares may then be converted to Genstar 
Series D Preferred Shares on the basis of 10 Class A 
Shares for three Genstar Series D Shares until 
December 31, 1986. 


The acquisition of Abbey Glen, the sixth largest real 
estate company in Canada, has added significantly to 
Genstar’s balance sheet assets. Its operations are 
financed primarily by long and short-term debt secured 
by specific and floating charges on Abbey Glen’s assets. 


Assets of Abbey Glen 7 

At December 31, the Abbey Glen assets were made up 
of $147 million of land, $183 million of income- 
producing properties and $65 million of other assets 
including receivables, joint ventures and a house 
manufacturing plant in Woodstock, Ontario. 


Of the total land holdings of 17,000 acres, approximately 
13,000 acres are for future residential development 
and the balance are for industrial and commercial 
development. Geographically, the land, in terms of 
dollar cost, is located as follows: 


% of Total 

Investment 
Western Canada ............. ee nae my 48 
Eastern Canada Pees Be! ene o2 
United States red ae eee 20 

100% 


Revenue-producing properties consist of approxi- 
mately nine million square feet of rentable area in the 
form of apartment buildings, office buildings, hotels 
and shopping centers. The geographic distribution of 
these properties in terms of dollar cost is as follows: 


% of Total 

Investment 
Western: Ganada tte eee 62 
Eastern:Ganadd eevee ee ree 29 
United?State serene errr eerre re revere 9 

100% 


There are no revenue properties under development 
at the present time. 


Genstar and Abbey Glen 

As a leading land developer and house builder in 
Canada, it is important for Genstar to ensure a con- 
tinuous supply of developable residential land for the 
future. The Abbey Glen land holdings complement 
Genstar’s and the company is currently studying its 
expanded land holdings with a view to developing as 
much as possible in as short a time period as possible 
to meet market conditions in Western Canada. 


The Ontario land holdings are situated in the Oakville 
and Burlington areas and provide an entry into the 
most densely populated area of Canada. Genstar 
built its first homes in Ontario in 1976. 


In the United States, approximately 2,000 acres of 

land are located in New Jersey and 1,100 acres of zoned 
residential land are located in Florida. The acquisition of 
these holdings enables Genstar to consider the expan- 
sion of its land development and house-building 
activities in the Eastern United States. 


To reduce the amount of debt in the real estate devel- 
opment and investment operations, a program of 
rationalization of certain Abbey Glen income-producing 
properties is under way. As an initial step in this direc- 
tion, most of the apartment buildings were sold in 
February, 1977 for $59 million. 


FINANCIAL REVIEW 


Statement of Income 

Net income in 1976 totalled $55.7 million, an increase 
of $8.5 million over 1975. Per common share, net 
income increased 15 per cent to $4.63 compared to 
$4.03 last year. Dividends amounted to $1.25, an 
increase of five cents over 1975 and are now at an 
indicated quarterly rate of 35 cents per share. Reve- 
nues were $888 million for the year, an increase of 
23 per cent over 1975. 


Over the five-year period 1972-1976, revenues and net 
income per common share increased at compound 
annual rates of 26 and 31 per cent respectively. 


The results for 1976 include the operations of Abbey 
Glen Property Corporation from July 28. Abbey Glen 
incurred a net operating loss in the five-month period 
of ownership. 


Also reflected in 1976 net income are the following 

items: 

— the sale, at book value, of Markle Steel Company, a 
Texas-based steel wholesaler and fabricator. 


— interest expense on the cost of construction-in- 
progress on the Vancouver cement plant totalling 
approximately $1.2 million net of tax. The company 
follows the practice of not capitalizing interest on 
any fixed assets under construction. 


— foreign exchange translation loss of $2.0 million 
after tax representing the unrealized loss on 
translating the accounts of foreign subsidiaries 
into Canadian dollars. 


— gains on sales of fixed assets of $2.0 million after 
tax. These gains resulted primarily from the sale of 
excess marine assets and trade-ins and sales of 
mobile equipment. 


— interest costs of $1.9 million after tax for financing 
the cash portion of the purchase price of Abbey Glen. 


Balance Sheet 

$385 million of assets were added to the consolidated 
balance sheet upon the acquisition of Abbey Glen. The 
Abbey Glen assets consist primarily of land and 
revenue-producing properties classified as current or 
long-term assets on the consolidated balance sheet, 
depending upon Genstar’s intention of their future use. 


Therefore, $76 million of land holdings have been 
included in inventories because these lands are 
intended to be developed and sold within the five-year 
operating cycle of the land development business and 
$101 million of revenue properties have been classified 
as current assets because they are expected to be sold 
by the end of 1977. 


Mortgages and debentures of Abbey Glen have been 
classified as current or long-term, reflecting the 
classification of the related assets. 


Fixed asset additions in 1976 amounted to $90 million 
or, in aggregate, $250 million in the five-year period 
1972-1976. 


A total of $131 million of new long-term debt was 
issued in 1976 — $50 million of 11% per cent deben- 
tures for general corporate purposes, $42 million in the 
form of a bank term loan to fund part of the Abbey 
Glen acquisition, $15 million of marine equipment 
financing, and the balance for miscellaneous land 
purchases. 


Series D preferred shares with a value of $7 million 
were issued as part of the purchase price of Abbey 
Glen. In addition, $6 million of common stock was 
issued in 1976, $3 million of which represented con- 
versions from long-term debt. 


Return on Net Assets and on Equity 

Return on net assets has been used by Genstar as a 
basic measurement of performance. This percentage 
is calculated by dividing after-tax income before 
interest by net assets made up of shareholders’ equity, 
deferred income taxes and all interest-bearing debt. 
The resultant percentage is a measure of the return 
achieved on all capital employed before taking into 
account the cost of capital. 


In 1976, return on year-end net assets was 7.30 per cent 
compared to 10.38 per cent in 1975. Return on net 
assets in 1976 would have been 9.18 per cent if the net 
asset base was adjusted to include the net assets of 
Abbey Glen on a weighted average basis from the date 
of acquisition. 


Return on common shareholders’ equity for 1976 was 
18.82 per cent compared with 19.05 per cent for 1975. 


Revenues (millions of dollars) 


fe Net income (millions of dollars) 


1972 1973 1974 1975 1976 


Net income per common share 


i Dividends per common share 


1972 1973 1974 1975 1976 


Fixed assets (millions ) 
{4 Capital expenditures (millions) 
Fixed assets added by acquisition (millions ) 


1972 1973 1974 1975 1976 


Return on Revenues 

In the four years from 1972 to 1975, income before 
income taxes as a percentage of revenues increased 
from 7.83 per cent to 11.71 per cent and in 1976, the 
return dropped to 11.58 per cent. This reduction arises 
from a decline in margin attributable to the Canadian 
government’s anti-inflation program (which has limited 
revenue increases to increases in costs) as well as to 
lower margins in the chemical and fertilizer operations, 
partially offset by improved foreign operations. 


Working Capital 

Working capital at the end of 1976 totalled $112 million 
compared to a restated $103 million at the end of 1975. 
Working capital ratio decreased from 1.44:1 in 1975 to 
1.22:1 in 1976 primarily as a result of the consolidation 
of Abbey Glen with its real estate development 
oriented financial structure. 


Debt to Equity 

Each of the industries in which Genstar operates has 
historical capitalization ratios which have become 
generally accepted over time. When these industrial 
categories are combined, debt to equity ratios tend to 
be high in comparison to the financial structure of a 
manufacturing company, the standard against which 
Genstar is often measured. The table at the top of 
page 9 shows a comparison of debt to equity ratios 
for Genstar. 


Return on revenues (per cent) 
Return on net assets (per cent) 


1972 1973 1974 1975 1976 


“Assuming Abbey Glen included on a weighted average basis. 


On a comparative basis, total debt to equity ratio for 
Genstar has increased only slightly to 50:50 from 49:51 
last year. Upon consolidation of Abbey Glen, the total 
debt to equity ratio increases to 68:32 reflecting the 
financial structure of Abbey Glen leveraged at 78:22. 


Of the seven industrial categories in which Genstar 


Total Company 


Capitalization 


Culrentedebt sere mes) tee eae 304 
POnG-tenimcGeDt mss. ere 363 
CUT Viper cones een tts Ree 316 
$983 
Ratios 
MotaledebtstO;CQuity.s..0.c100 vee 68°320. 
Long-term debt to equity © .055....... 53:47 


Geographic Presence 

Genstar is a Canadian company with most of its busi- 
ness in Western Canada. In the past five years, the 
company’s total assets have increased three-fold and 
in the past year, they were increased by $385 million 
upon the acquisition of Abbey Glen. The chart below, 
of total asset growth, shows the assets located in each 
geographic region. The lower portion of the 1976 
column represents the value of assets by geographic 


ASSET GROWTH 1972-1976 


©" 1972 — Distribution of assets (millions of dollars) 


1976 — Distribution of assets (millions of dollars) 
1976 — Assets without Abbey Glen (millions of dollars) 


1976 1975 


Total Debt Long-Term Total Debt Long-Term 
to Equity Debt to Equity to Equity Debt to Equity 
68:32 53:47 49:51 39:61 
50:50 44:56 49:51 39:61 


operates, the building materials, cement, chemicals 
and fertilizers and investments categories are con- 
sidered to be manufacturing and are capitalized in the 
same ratio of debt to equity. The following table of 
deemed capitalization combines these industrial 
categories and indicates an allocation of capital to 
them and the other industrial categories for 1976. 


Manufacturing Real Estate Construction Marine 
(millions of dollars) 

30 263 rh 4 

91 206 8 58 

ae, 129 ita 21 

$272 $598 $ 30 $ 83 

44:56 force 50:50 foro 

38:62 61:39 35.00 74:26 


region without the assets of Abbey Glen. Based on the 
pre-Abbey Glen total assets, there has been almost a 
three-fold increase in assets in British Columbia, a 
doubling in the United States and a large commitment 
to international operations, particularly in marine 
activities in the Middle East. The company intends to 
continue to diversify geographically in the coming 
years, particularly into the United States. 


1972 1976 1972 1976 1972 1976 1972 


Ontario and Prairie British 
Quebec Provinces Columbia 


1976 1972 1976 


International 


THE ECONOMY 


Canada 

1976 was a mixed year for Canada. Despite a reduction 
in the rate of inflation and a general lowering of 
interest rates, the economy never quite reached the 
level of activity originally anticipated at the beginning 
of the year. Business confidence was adversely affected 
from the outset by government control measures and 
restrictions on investment by foreign companies. The 
cancellation or postponement of many large public 
projects resulting from cutbacks in government spend- 
ing at all levels, combined with this lack of business 
confidence, resulted in a substantial reduction in the 
number of new jobs created and a consequent rise in 
unemployment. On the international scene, the bene- 
fits derived from a healthy rise in export volumes were 
offset by an increasing deficit in international pay- 
ments, and the Canadian dollar, bolstered by domestic 
interest rates considerably above those in the U.S., 
remained at an artificially high level against its U.S. 
counterpart until the last quarter of the year. 


Growth in 1977 GNP is likely to be below that of 1976 
and as a result, unemployment is expected to rise 
beyond the present level of 72 percent. Business confi- 
dence will continue to lag, and investment is expected 
to be flat compared to the previous year. International 
payments are also expected to continue to be a matter 
for concern during the year, and the Canadian dollar 
will most likely remain within a narrow’range below 
the value of the U.S. dollar. 


Most of Genstar’s Canadian activities are in the Prairie 
provinces and British Columbia with smaller operations 
in Ontario and Quebec. With this deployment of assets, 
the fortunes of the company relate more to regional 
economic factors than to the Canadian economy as a 
whole. Following, therefore, is a brief review of the 
economic prospects for specific provincial markets of 
particular interest to Genstar. 


British Columbia 

The economy of the province is expected to grow ata 
slightly higher rate than the national average, but one 
of the key factors in the achievement of this growth 
forecast is the peaceful settlement of the large number 
of labor contracts up for renegotiation. The improvement 
in the U.S. economy will pave the way for an increase 
in mining and lumber production, but the pulp and paper 
industry is likely to remain depressed. The construc- 
tion industry will again have to operate in a tight 
market as the provincial government continues to limit 
spending on public works. 


The Prairie Provinces 

Saskatchewan, Manitoba and Alberta are all heavily 
dependent on agriculture as a source of income and 
this sector of the economy is not expected to be as 


10 


strong in 1977 as in 1976. Rapidly rising farm incomes 
have been one of the prime sources of the above 
average growth rates of these provinces over the past 
few years. 


The industrial sector of the Saskatchewan economy is 
small in absolute terms but is growing at a steady pace 
and will continue to benefit the province’s construction 
industry in 1977. The province’s growth rate is 
expected to be just above the national average. 


Growth in Manitoba is expected to be about the same 
as the national average in 1977 with the housing indus- 
try still buoyant and the construction industry bene- 
fiting from continuing involvement in provincial 
government hydro-electric development. 


Alberta has been the fastest growing and most pros- 
perous of all Canadian provinces because of its natural 
resources, and prosperity and growth are expected to 
continue in the near future. While growth in 1977 will 
again be above the national average, it may be ata 
lower rate than 1976. 


Ontario and Quebec 

The economy of Ontario, more heavily dependent on 
the secondary manufacturing and processing indus- 
tries, accounts for 40 per cent of Canadian GNP. 
Prospects are for healthy growth in export trade with 
the United States, but otherwise, it will be a rather 
sluggish year. A surplus of unsold houses and empty 
office space is not likely to disappear before 1978. 


The short-term economic prospects for Quebec appear 
rather bleak. Business confidence is low and provincial 
economic growth is expected to be below the national 
average. In the long-term, the province faces a number 
of key structural problems to which solutions must be 
found if the economy is to be put back on a healthy 
footing. 


California 

The continuing inflow of people into California from 
other parts of the United States provides a strong 
growth base for the State’s economy and for Genstar’s 
housing and real estate operations. Rising consumer 
confidence and lower interest rates created a strong 
market for homes in 1976 which will carry over into 1977. 


Summary 

While some form of government stimulation of the 
Canadian economy is expected early in 1977, growth in 
the provinces of Western Canada — Manitoba, Saskat- 
chewan, Alberta and British Columbia — is expected to 
be above the national average while the Eastern prov- 
inces are expected to grow at rates equal to or below 
the national average. The economy of California is 
expected to show good growth again in 1977. 


GENSTAR OPERATIONS 


BUILDING MATERIALS 


Net income for the building materials division increased 
marginally over 1975. Markets in the Prairie provinces 
were exceptionally strong for all products, but opera- 
tions in British Columbia and Quebec suffered from 
poor economic conditions and construction industry 
labor problems. 


Capital expenditures for the division totalled $22 
million in 1976 of which $10 million was for the con- 
struction of concrete pipe manufacturing plants in 
Vancouver, Edmonton and Winnipeg and a concrete 
block manufacturing plant in Montreal. $4 million was 
spent on completion of the concrete rail tie manufac- 
turing plant in Edmonton and the remainder was for 


mobile equipment and modernization of plant facilities. 


Capital expenditures for the division in 1977 will total 
$14 million for upgrading of production facilities and 
mobile equipment replacement. 


Sales of ready-mix concrete, concrete blocks and 
pipe, sand, gravel and classified aggregates are 
expected to increase in 1977 in the Prairie provinces 
with some improvement in sales volumes and margins 
in B.C. as well. Revenue increases will again be limited 
by anti-inflation regulations. The outlook for Quebec is 
uncertain and markets for concrete products could be 
affected by prospective cutbacks in both government 
and private spending. 
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Gypsum Wallboard 

Company plants producing gypsum wallboard in 
Saskatoon and Edmonton operated on a three-shift, 
five-day per week basis throughout the year and the 
new Vancouver plant started a third shift in March. 
The increase in house building was mainly responsible 
for the favorable results from these operations and 
the outlook for 1977 is for continuation at a high level 
of production as commercial construction takes up 
some of the expected slack in the housing field. The 
Edmonton wallboard plant will be expanded in 1977 
at a cost of $2.2 million. 


Precast Concrete Products 

Sales of precast concrete were strong again in 1976 
throughout the Prairie provinces. British Columbia 
suffered from poor economic conditions and labor 
problems in the construction industry. 
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A forecast increase in overall volume of precast prod- 
ucts in 1977 is based partly on the addition of concrete 
rail ties to the product line. The $5 million plant which 
began operation in Edmonton during the third quarter 
of 1976 will produce 300,000 precast concrete rail 

ties per year over a five-year period to fill a $40 

million contract awarded the company in 1975 by one 
of Canada’s major railroads. 


The economies of the Prairie provinces are expected 
to remain healthy in 1977 and some improvement is 
expected in B.C., but there will be greater pressure on 
profit margins due to increased competition from other 
materials and from other precast concrete producers. 


Left: Precast concrete components 
incorporated in architectural design 
Center: Concrete railway ties offer 

long service 

Right: Reinforcing frame for concrete pipe 
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CEMENT 


The company’s cement plants in Western Canada 
operated at near capacity levels throughout 1976 in 
order to supply the strong demand in the Prairie 
provinces where already booming economies were 
further aided by excellent construction weather. Again 
in 1976, cement had to be imported from Eastern 
Canada and the United States to meet this demand. 
Production and deliveries in B.C. were firm throughout 
the year with a strike at a competitor’s plant resulting 
in additional demand-supply pressures. 


Work on the new Vancouver, B.C. plant was on 
schedule despite some interruption due to construc- 
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tion industry work stoppages in the province. Capital 
expenditures on the 1.1 million tons per year plant 
totalled $35 million to the end of 1976 and will be 
approximately $64 million in 1977. The plant is sched- 
uled tc be in production in early 1978 and will add 
530,000 tons per year to total Genstar capacity after 
the closure of the Bamberton, B.C. plant. 


During the year work began on the first phase of a $60 
million expansion of production facilities at the com- 
pany’s Edmonton plant. Installation of an electrostatic 
precipitator to provide the basic dust collection system 
for an additional kiln is in progress. This part of the 
program will cost $3.7 million and installation of a 
clinker grinding mill, clinker storage and cement 
shipping silos, truck loading facilities and electrical 
feeder stations will cost an additional $16 million. 
When the expansion is completed in the early 1980’s, 
the plant’s production capacity will be increased by 
more than 80 per cent, raising Genstar’s total capacity 
to over 3,700,000 tons per year from 2,775,000 at the 
end of 1976. 


The economies of the Prairie provinces, especially Effects of the post-Olympic slowdown in Quebec were 


Alberta, where there has been virtually no letup in offset to some extent by shipments of cement from the 
construction activity over the past several years, will company’s Montreal plant to Western Canada and 
require a continuing high level of production. Profit these shipments are expected to increase marginally 
margins in 1977 will be squeezed as a result of sub- in 1977. Exports of clinker to the Northeastern United 
stantial increases in the cost of energy and restrictions States were disappointing, but a modest increase is 
on selling prices. expected in 1977. 


For the division as a whole, 1977 will be a year of 
strong demand. 


Left: Limestone quarrying in Montreal 


Center: Bulk cement delivery in Western 
Canada 


Right: Storage silos for new Vancouver 
cement plant 


Revenues 
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HOUSING AND LAND DEVELOPMENT 


Income from housing and land development operations 
in Canada and the United States was primarily respon- 
sible for the increase in earnings in 1976 for the 
company as a whole. 


Housing 

Demand for housing in the company’s major markets 
in Western Canada was exceptionally strong through- 
out the first half of the year with some softening during 
the second half. 


Both Genstar house building companies in Western 
Canada made an initial move into the field of ‘‘afford- 
able” housing. This is a new market for Genstar and is 
likely to become a more important one over the next 
several years. 


Housing markets in Western Canada, assisted by the 
Current trend toward lower mortgage interest rates, are 
expected to be better than in the second half of 1976. 


Markets in British Columbia should also improve this 
year and help balance weaker markets elsewhere in 
the West 


In 1976 the company established house building 
operations in Ontario on a limited scale. Branch offices 
were opened in Hamilton, Kitchener, Cambridge and 
Guelph. Some building is expected to begin on com- 
pany land in Burlington in 1977 and the company’s 
home manufacturing plant in Woodstock will continue 
to supply other areas of the province. 


The company’s California housing division enjoyed a 
record year as unit sales more than doubled from 1975 
and it appears that the strong demand for homes is 
continuing into 1977. 


In January, the official opening of the Crow Canyon 
Country Club project in the San Francisco Bay area, 
launched the sales program for this 1,000 home 
development. 


New projects coming on line in 1977 and 1978 include 
two in San Diego County, four in Orange County, one 
in Los Angeles County and three in Northern California. 
These new projects represent over 4,000 homes to be 
constructed over a period of three to four years. 


The company is also involved in joint venture projects 
whose sales of single family and condominium housing 
units in 1977 will total approximately 700. 


Overall, housing markets in California are expected to 
be at least as strong in 1977 as in 1976, especially in 
Orange County, still the company’s major market in 
the State. 


Shopping Center Development 

Genstar’s shopping center division showed increased 
earnings through the sale of two neighborhood centers 
and residual properties in ten other centers it has 
developed. New centers in California and Washington 
are now being developed and are expected to con- 
tribute to earnings in 1977. 


This division is diversifying its activities and now has 
three industrial projects under way as well as several 
hundred homes under development in joint venture 
projects. 


Left: Housing for the average-income 
family in Calgary, Alberta 

Center: Resource town housing in 
Northern Ontario 

Right: Factory assembled house 
components speed up on-site completion 
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Land Development 

With the acquisition of Abbey Glen, Genstar’s land 

bank in Canada and the United States now totals ST. JAMES 
approximately 44,000 acres. The company’s require- ASSINIBOIA 
ments are under continuing review to ensure that land 


inventories are in line with operational requirements. Sali SosS10®, 
; : : : ae MAPLES 
The company will continue its policy of providing as AN 
much serviced residential and commercial land as Uae 
possible to the building industry at large in addition to 
: : ae sea VALLEY 
meeting the needs of its own house building activities. 


_ GARDENS 


While land development projects in Eastern Canada 
continue as planned, Abbey Glen operations in Western 
Canada have been integrated with Genstar’s existing 
land development operations to permit optimum use of 
management expertise and in-house capability in 
future planning. This integration will also result in a 
substantial increase in the production and sale of 
serviced land for residential and commercial purposes. 


Genstar continues to develop new concepts in the use 
of land in order to provide attractive life styles for the 
average family. Servicing of three new major commu- 
nities began in the summer of 1976: Deer Run in 
Calgary, Devonshire Place in Winnipeg and Eagle 
Ridge in the Greater Vancouver area. Genstar projects 
in Western Canada presently under development or in 
various stages of completion, 75 in all, will eventually ot NORE 
provide housing for some 150,000 to 200,000 people. MISSION GARDENS 
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CONSTRUCTION 


Genstar’s construction operations in Western Canada 
achieved more satisfactory margins on work performed 
in 1976. Moreover, the company also received settle- 
ments on previously completed contracts and these 
funds were added to the division’s income for the year. 
It is Genstar’s policy not to recognize such claims until 
settlement is received. 


Heavy construction contracts completed during 1976 
included work on the Jenpeg dam and powerhouse 
and two transmission line projects in Manitoba; site 
preparation at the Syncrude oil recovery plant, and 
sewer and water installations at Fort McMurray in 
Northern Alberta. 
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The backlog of heavy construction work on hand at 
year-end totalled $63 million and includes an extension 
on the Jenpeg contract and joint venture contracts 
awarded by Manitoba Hydro for work at Long Spruce 
and Limestone, on the Nelson River; completion of a 
water treatment plant at Churchill, Manitoba; con- 
tinuing work on the new Genstar cement plant in 
Vancouver, the Montreal subway system, and mine 

site development work in Northern Ontario. 


The company’s municipal services division, which 
accounts for approximately 60 per cent of total 
construction division revenues, achieved excellent 
results, based primarily on the strength of the Alberta 
economy. Revenues from projects in British Columbia 
were better than anticipated. These results reflect a 
high level of lot servicing performed for third parties as 
well as for Genstar’s land division. Revenues and 
profit margins will be dependent on the rate of housing 
starts in 1977. 


The outlook for the company’s construction activities 
is reasonably optimistic based on the continued 
strength of the Alberta economy, improvement in the 
B.C. economy, and expansion into new market areas. 
However, the completion of many major projects and 
cutbacks in government spending programs means 
that while overall revenues may be affected to a minor 
extent in 1977, profit margins will be under pressure 
due to stronger competition for the available work. 


In Quebec, the construction division experienced 

the anticipated effects of the general slowdown in 
construction following the Olympic Games, atightening 
of government spending, and a two-month strike by 
construction workers in the province. Fewer major 
public works projects and some decline in private 
sector spending can be expected as expansion plans 
are shelved until provincial government policy in many 
areas is Clarified. 


Heavy construction work in Canada during the next 
several years is likely to be related to major resource 
development projects in several provinces and the 
company expects to participate in these projects pro- 
vided satisfactory profit margins can be maintained. 


Left: Jenpeg hydro-electric development 
in Northern Manitoba 

Center: Paving sidewalks and roads 

for housing subdivisions 

Right: Earth moving work on the 
Syncrude project in Northern Alberta 
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MARINE 


Income from marine division activities was down in 
1976 compared to 1975 reflecting soft market condi- 
tions together with heavy start-up costs in the growing 
international operations. 


Results in Western Canada were adversely affected 
by the generally slow economy in British Columbia, a 
three-month construction trades lockout and softness 
in the forest products and resource industries in the 
province. 


Ship repair work, which normally generates about 
one-third of shipyard revenues, showed some im- 
provement over 1975 but new construction orders 
have virtually dried up as a result of world-wide 
overcapacity in ship tonnage. 


Genstar has invested over $30 million to date in equip- 
ment for its international marine operations. All off- 
shore marine activities are carried out through partici- 
pation in joint ventures, most of which are in the initial 
stages of operation and market development. Inter- 
national marine operations absorbed the anticipated 
heavy start-up costs in the Middle East while activity 
in the North Sea continued to be slow. The prospects 
for 1977 are good as various operations mature and 
begin to make a positive contribution to income. 


Activity in the North Sea is expected to pick up in 
1977, and the inauguration in September of a roll-on 
roll-off barge service between Marseille, France and 
Yanbu, Saudi Arabia, providing door-to-door service 
for moving trailers and containers from any point in 
Western Europe to final destination in Saudi Arabia, 


is expected to be a popular and profitable service to marine division of Kaps Transport Limited, which 


this high growth area. operates six tugs and 30 other vessels and barges on 
the Mackenzie River and the Beaufort Sea, placing ATL 

Global Transport Organisation (GTO) has established in an excellent position to service new oil and gas 

shore facilities in Saudi Arabia and now provides developments in the Arctic regions. 

complete stevedoring, lighterage and cargo handling 

service as well as some ocean-towing for the Arabian Results from the West Coast marine division for 1977 

American Oil Company (ARAMCO) and others. These are expected to recover from the depressed levels of 

operations are expected to generate over $50 million 1976 and income from international marine operations 

of revenues per year for GTO over the next five years. should increase as full operating levels are achieved. 


Arctic Transportation Limited specializes in the 
transport of supplies and equipment to resource 
development projects on the North Slope of Alaska 
and the Canadian Arctic. In 1976, ATL acquired the 


Left: Barging a jack-up drill rig from 
Singapore to Galveston, Texas 

Center: Triple deck roll-on roll-off barge 
loading trailers in France for shipment 
to Saudi Arabia 

Right: Tug power for marine 
transportation on Canada’s West Coast 
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(millions of dollars) 


1972 1973 1974 1975 1976 
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CHEMICALS AND FERTILIZERS 


This division suffered a loss in 1976 due to soft 
markets, lower prices for some nitrogen chemical 
products, continued lower than expected output from 
the new ammonium nitrate facilities at Maitland, 
Ontario, and sharply rising material and utility costs. 


Fertilizer markets proved to be highly competitive, 
especially in Ontario, and both revenues and margins 
suffered. Mixed fertilizers, sold under the brand name 
“Nutrite’, are produced in 16 plants located in Ontario, 
Quebec, the Maritime provinces and the States of 
Maine and Vermont. 


Genstar Chemical Limited purchased a majority 
interest in Energy Sciences and Consultants, Inc., a 
company which produces blasting agents in which 
ammonium nitrate is used, and provides consulting 
services to clients in the Mesabi iron range of Minne- 
sota and in other areas of the Western United States. 
This acquisition also provides the company with 
access to the most up-to-date technology and will 
complement Genstar Chemical’s position as a major 
supplier to the mining industry. 


For the past several years, marketing efforts have been 
directed towards becoming a supplier to a broad 
cross-section of Canadian and U.S. industries to offset 
the cyclical nature of the Canadian fertilizer market, 
with the result that Genstar Chemical is now a major 
supplier to the pulp and paper, mining, resin, textile, 
feed, explosives and industrial chemical industries. 
The Maitland plant expansion provides world-scale 
nitric acid and ammonium nitrate production facilities 
to supply these markets. 


Both revenues and net income are expected to improve 


in 1977 as profit margins and markets stabilize in 
response to increasing energy shortages in the 


United States. 


Left: The Maitland, Ontario plant has 
the largest single site nitric acid 
capacity in Canada 

Center: Monitoring chemical production 
processes 

Right: Agricultural fertilizers are 
marketed under “Nutrite’”’ brand name 
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INVESTMENTS 


Included under the heading ‘‘Investments” this year 
are results from the Abbey Glen revenue property 
portfolio, the California venture capital investment 
portfolio and import-export operations. 


Revenue Properties 

The Abbey Glen revenue property operations regis- 
tered a loss for the five-month period of ownership. 
At year-end the income property portfolio comprised 
some 51 buildings with over 2.3 million sq. ft. of 


shopping center retail space, 1.7 million sq. ft. of 
commercial, office and industrial space, 3,000 apart- 
ment units totalling 4.1 million sq. ft. and some 740 
hotel rooms. These properties are located in Quebec 
City, Montreal, Toronto, Winnipeg, Regina, Edmonton, 
Calgary, Medicine Hat and Vancouver. 


The company announced on February 9, 1977 that it 
had sold most of the Abbey Glen residential buildings 
for a total of $59 million. 


Venture Capital 

The company’s venture capital operations had a very 
successful year in 1976 and investments totalled 

$13 million at year-end. Positions are now held in 

33 companies, 17 of which Genstar helped to start. 


Investments were made in seven additional companies 
during the year and further investments were made in 
seven companies already included in the portfolio. 
Portfolio investments are chiefly in high-technology 
fields where the object is to help young companies get 


established and grow into recognized leaders in their 
particular fields. These positions are taken as long- 
term investments and held for long-term capital 
appreciation. 


With the continuing improvement in the U.S. economy 
stock markets are expected to remain healthy in 1977 
and the company expects to make new portfolio 
investments. 


Import-Export 

The steel fabricating and warehousing activities based 
in Texas were sold early in 1976. However, Genstar is 
still engaged in the import for sale to distributors and 
end users in the United States of primary and semi- 
finished metals including zinc from Finland and Zaire, 
ferro nickel from Greece, industrial chemicals from 
Belgium and silicon nitrate from Japan. Exports from 
the United States to Europe include antimony ore and 
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non-ferrous residues. These operations are of an 
agency nature characterized by relatively high reve- 
nues and low profit margins. 


Revenues from import-export operations almost tripled 
in 1976 compared to 1975 reflecting increased sales of 
zinc in the U.S. as the economy recovered strength 
during the year. Sales of zinc and other minerals are 
expected to continue at high levels in 1977. 


Left: New hotel building in Calgary 
Center: Shopping center in Edmonton 
Right: Assembly of electronic boards at 


one of the companies in the venture 
capital portfolio 
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DIVISIONS AND SUBSIDIARIES 


Building Materials 
VAN 
<> 
VW 
Genstar Materials Limited 


Calgary, Alberta 


Ready-mix concrete, concrete block 
and pipe, sand, gravel, classified 


aggregates and lightweight aggregate. 


J. L. Holman 
President 


G. K. Cruikshank 
Vice President, Finance 
and Administration 


J. J. Denholm 
Vice President 


Ocean Construction Supplies Limited 
Vancouver, British Columbia 


N. D. MacRitchie 
President 


E. J. McCance 
Vice President, Development 
and Marketing 


L. J. Campbell 
Vice President, Finance 


R. C. Miller 

J. T. Arnold 

J. A. Cherry 

T. A. Bethune 
Vice Presidents 


Consolidated Concrete Limited 
Calgary, Alberta 


K. G. Evans 
President 


B. Amos 
Vice President and General Manager, 
Northern Alberta 


R. C. Kruger 
Vice President and General Manager, 
Southern Alberta 


H. Banks 

Vice President and 
General Manager, 
Edcon Block Division 
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Redi-Mix Limited 
Regina, Saskatchewan 


H. F. Ward 
President and General Manager 


Building Products and 
Concrete Supply 
Winnipeg, Manitoba 


E. Rosenblat 
President 


R. D. Rosenblat 
Vice President and General 
Manager 


Frunod 


Truroc Gypsum Products Ltd. 
Edmonton, Alberta 


Gypsum wallboard. 


G. R. Thompson 
President 


J. B. Hawking 
Vice President, Marketing 


B. A. Korun 
Vice President, Manufacturing 


L. J. Umrysh 
Secretary-Treasurer 


CON-FORCE 


Con-Force Products Ltd. 
Calgary, Alberta 


Precast, prestressed concrete. 


A. W. Falk 
President 


G. Adam 
Vice President, Marketing 


T. J. Bartkiewicz 
Vice President, Operations 


F. T. McAleer 
Vice President, Finance 


H. Nash 
Vice President, Construction 


J. G. White 

Vice President and 
General Manager 
Con-Force Costain 
Concrete Tie Co. Ltd. 


Construction 
{\ 
<> 
\/ 
Genstar Construction Limited 
Winnipeg, Manitoba 


K. C. Kinsley 
President 


L. J. Herbach 
Vice President, Finance 


D. R. Penner 
Vice President 


B.A.C.M. Construction Company Ltd. 
B.A.C.M. Heavy Construction Ltd. 
B.A.C.M. Mine Developers Ltd. 
Winnipeg, Manitoba 


D. S. Duncan 
President 


H. B. McLenaghan 
G. C. Turner 

W. R. Monkman 
Vice Presidents 


B-A Construction Ltd. 
Mulder Bros. (1975) Ltd. 
Winnipeg, Manitoba 


D. G. Mulder 
President 


R. F. Morris 
E. G. Mulder 
Vice Presidents 


Standard-General Construction 
Limited — Calgary, Alberta 
Edmonton, Alberta 

Vancouver, British Columbia 


R. J. Boon 
President 


A. J. Berg 

A. J. Flood 

W. E. Gardiner 
W. J. Smith 

Z. J. lwaskow 
Vice Presidents 


Housing and Land Development 
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Genstar Development Limited 
Surrey, British Columbia 


V. S. G. Lewis 
President 


N. F. Bothwell 
Executive Vice President 


J. E. Devereaux 
Vice President, Finance and 
Administration 


E. B. Bodie 
Vice President and General Manager, 
Winnipeg Region 


S. E. J. Richardson 
Vice President and General Manager, 
Calgary Region 


M. H. Rogers 


Vice President and General 
Manager, Edmonton Region 
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Genstar Development 


Eastern Limited 
Toronto, Ontario 


F. D. Dembinsky 
President 


M. McAfee 
Vice President 


J. Ramsay 

Vice President and 
General Manager, 
Ontario and Quebec 


A 


Abbey Glen Property Corporation 
Toronto, Ontario 


J. W. V. Andrews 
President 


C. D. Smith 
Executive Vice President 


D. C. McBride 
Senior Vice President 


J. E. Searle 
Senior Vice President 


J. E. Baert 
Vice President 


T. R. Ritson 
Vice President, Finance 
and Treasurer 


E. R. Wilbee 
Vice President, Administration 
and Corporate Secretary 


R. P. Kanee 
Comptroller 


Engineered Homes Limited 
Calgary, Alberta 


C. D. Wilson 
President 


G. L. Magnussen 
Senior Vice President and 
Development Officer 


J. E. Whitaker 
Vice President and General 
Manager, Southern Region 


P. A. Turner 
Vice President and General 
Manager, Pacific Region 


R. J. Cowan 
Vice President and General 
Manager, Northern Region 


G. J. McNeil 
Vice President and General 
Manager, Central Region 


G. R. McAthey 

Vice President and General Manager, 
Manufacturing, Engineered 

Products Division 


R. B. Klippenstein 
Vice President, Finance 


Keith Construction Company Limited 
Calgary, Alberta 


E. M. Gustafson 
President 


L. H. Frodsham 
Executive Vice President 


R. J. Kimoff 
Executive Vice President 


L. Luini 
Vice President 


L. Cosman 
Vice President 


R. Taylor 
Vice President 


N. Till 
Vice President, Finance 


B. C. Eeles 
Controller 
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Cement 
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Inland Cement Industries Limited 


Edmonton, Alberta 


Normal portland cement, oilwell 

cement, high early strength cement, 
masonry cement, sulphate resistant 
cement and special potash cement. 


D. R. B. McArthur 
Chairman of the Board 


George Ross 
President 


J. L. Crawley 
Vice President and General 
Manager, Eastern Region 


A. R. Watt 
Vice President and General 
Manager, B.C. Region 


R. J. Zimmel 
Vice President and General 
Manager, Western Region 


D. M. Aboussafy 
Vice President and 
Secretary-Treasurer 


K. M. Bartlett 
Vice President, Planning 
and Development 


E. Cardey 
Vice President and 
Technical Director 


A. E. Geikie 
Vice President, Personnel 


P. Wacko 
Vice President, Marketing 
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Miron Company Ltd. 
Montreal, Quebec 


Normal portland cement, high early 
strength cement, oilwell cement, white 
portland cement, masonry cement, 
ready-mix concrete, ‘“Add-O-Mix’’, 
concrete blocks, bricks and pipe, 
crushed stone, classified aggregates 
and sand, bituminous concrete 
(asphalt) and precast products. 


Louis A.-Lapointe, Q.C. 
Chairman of the Board 


Albert V. Hudon 
President 


Bela N. Baranyai 
Vice President and General Manager, 
Construction Division 


Charly Binamé 
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Manager, Cement and Aggregates 
Division 

Francois R. Lacroix 

Vice President and General Manager, 
Cement Products Division 
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Senior Vice President and 
Director of Public Relations 


Jacques Lemoine 
Vice President, Administration 


Claude J. E. Dupont 
Vice President, General 
Counsel and Secretary 


André Laplante 
General Manager, 
Technical Services 


Marine 
TAN 
<=> 
AVA 
Genstar Marine Limited 
North Vancouver, British Columbia 


J. C. F. Stewart 
Chairman of the Board 


G. M. Marshall 
Vice President, Finance 
and Administration 


J. S. Heyrman 
Vice President, Marketing 
and Research 


S. O. Stokke 
Director of Operations 
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Genstar Overseas Limited 
Hamilton, Bermuda 


International Operations and Joint 
Ventures. 


J. L. Bodie 
Vice Chairman 


J. L. Eyre 
President 


R. N. Duncan 
Vice President 


C. G. Hall 
Vice President 
and Treasurer 


SS. 


Seaspan International Ltd. 
North Vancouver, British Columbia 


Marine towing, barge transportation 
and salvage operations in the ports of 
Vancouver and Victoria, the Pacific 
coastal waters and the high seas. 


J. Rod A. Lindsay 
President 


A. M. Fowlis 
Executive Vice President 


R. E. Tolhurst 
Senior Vice President 


D. W. Osborne 
Vice President, Operations 


od 


Vancouver Shipyards Co. Ltd. 
North Vancouver, British Columbia 


Ship building and ship repairing; 
Syncrolift docking. 


A. M. Fowlis 
President 


Victor Gadsby 
Vice President, Marketing 


Reiss oN 
San, 
oR, 
McAllister Towing & Salvage Ltd. 
Montreal, Quebec 


Berthing ships in the Port of Montreal, 
marine towing, salvage and pollution 
control throughout Eastern Canada. 


D. G. McAllister 
President 


T. H. Caron 
Secretary-Treasurer 


Chemicals and Fertilizers 
TAN 
<> 
W 
Genstar Chemical Limited 
Montreal, Quebec 


Industrial chemicals and gases, 
fertilizers and fertilizer materials, 
including ammonia, ammonium nitrate, 
urea, nitrogen solutions, nitric acid, 
hydrogen, carbon dioxide, nitrogen. 


R. A. Parkes 
President 


J. C. Chantraine 
Vice President, Production 
and Development 


J. Bellisle 
General Manager, Fertilizers 


T. Bjerkelund 
Director of Corporate Services 
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Director of Administration 
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Real Estate and Venture Capital 
TAN 

<> 
W 

Genstar Pacific Corporation 


Palo Alto, California 


H. D. Edelen 
President 


D. R. Blanchard 
Senior Vice President 


S. W. Brown 
Vice President and Treasurer 


SUTTER. HILL 


Sutter Hill Limited 
Palo Alto, California 


Development of shopping centers and 
residential properties, principally in 
California. 


J. R. McMichael 
President 


M. D. Couch 
Vice President 


Sutter Hill Ventures 
Palo Alto, California 


Venture capital investment activities 
primarily in technology-related 
companies. 


W. H. Draper ill 
P. M. Wythes 

D. L. Anderson 
G. L. Baker Jr. 
General Partners 


<> 


\/ 


Broadmoor Homes, Inc. 
Tustin, California 


R. B. Smith 
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R. F. Osgood 
Executive Vice President 


L. R. Lizotte 
Senior Vice President 


J. B. Sauer 
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Secretary and Controller 


First American Title Guaranty 
Company — Oakland, California 


Title abstract and escrow services 


G. A. Verssen 
Chairman of the Board 


W. B. Morrish 
President 


Import-Export 


Mussa 


CORPORATION 


Indussa Corporation 
New York, New York 


General mill representatives and 
importers specializing in non-ferrous 
metals from world suppliers to the 
United States and the export of 
domestic United States products. 


V. V. Shick 
President 


J. Leroy 
Vice President 


H. H. Bachrach 
Corporate Secretary 


Genstar Western Limited 
Vancouver, British Columbia 


|. Spector 
Vice President 
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HIGHLIGHTS 


1976 1975 1974 1973 1972 
Financial 
(millions of Canadian dollars) 
REVENUES Ten ee SNe ee $ 888.3 $ 721.5 $ 648.6 $ 511.8 $ 369.8 
Funds from Operations ................ 93.8 77.1 64.6 45.6 31.2 
Depreciation, Depletion 
aNnGrARIONUZAtlon) Asus 32.3 26.5 24.2 20.0 16.3 
MUINEIINCOMOLm Ari Dace Manat 55.7 47.2 Sou 25.0 14.4 
POIWIG OTA Sr a ied tat rt ish Te 16.0 14.9 12.9 8.1 5.9 
Per common share 
Net Income 
Beasley ter ren act ti gnes st $4.63 $4.03 $3.06 $2.52 $1.58 
ULV eEUUTSC ey, See getter 4.18 3.61 Pg Gi 2.18 1.34 
DIVIGENOSH. pire ool w ae ray aires 1.25 1.20 1.05 0.80 0.65 
BSOOKoV Alwar. ar) ernie Mo as 7 24.28 21.00 18.24 16.30 14.85 
MAT KORA NOG on cit, cu heen cease 19-24 14%%-19% 12%-20 14-19% 12%4-18 
Return on net assets.................... 7.30% 10.38% 8.98% 7.59% 5.90% 
Other statistics 
(millions except employees) 
Working: Capital ees .at i tani cate $ 111.8 $ 103.1 $ 44.2 $ 66.0 $ 51.0 
Development Land 
and Properties. to Peis Gu. 213.2 31.0 —_— — — 
Mortgages and Debentures 
Relating to Development 
Land and Properties ................ 107.1 —_— — —_ -— 
Fixed Assets. ote eee 563.8 490.5 443.8 403.6 257.6 
Long Terni ep ins: cori is eo 6.3! 228.8 153.6 93.2 109.1 103.6 
Shareholders’ Equity .................... 315.6 263.6 226.0 198.6 136.3 
Common Shares Outstanding 
AVELAGS Ge NG hae circa 11.7 11.4 11.0 99 9.1 
ACtUalpes cys tec one are 11.9 7 OT es 11.1 10.8 9.2 
Number of Employees .................. 10,695 10,125 10,181 10,040 7,270 


MANAGEMENT’S DISCUSSION OF OPERATIONS 


Introduction in the California housing and real estate 

The following discussion should be read in sector increasing revenues by $49 million in 

conjunction with the Abbey Glen and Finan- 1976 and $15 million in 1975. Renewed 

cial Review sections of Book | on pages 6 to demand for zinc and other non-ferrous prod- 

9 and the Results by Industrial Category ucts resulted in a $42 million increase in the 

section of this Book II on pages 4 to 12. United States import business after a decrease 
of $35 million in 1975. Eastern Canadian 

Revenues operations were adversely affected by world- 

In 1976 revenues increased by $167 million wide reductions in chemical prices, govern- 

compared to a $73 million increase in 1975. ment spending cutbacks and construction 

In 1976 the acquisition of Abbey Glen Proper- labor disruptions which combined to reduce 

ty Corporation and disposal of Markle Steel 1976 revenues by $29 million compared to 

Company resulted in a net revenue increase a 1975 increase of $18 million under more 

of $16 million. Continued economic strength favorable chemical and construction market 

and expanding productive capacity resulted conditions. Continuing labor problems and 

in revenue growth in the Canadian Prairie lethargic economic conditions in British 

provinces of $94 million in 1976 and $66 Columbia prevented the use of the company’s 

million in 1975. Reductions in interest rates full productive capacity and resulted in nomi- 

and animproving economy stimulated demand nal revenue increases in both 1976 and 1975. 


Consolidated Summary of Operations 


For the years ended December 31, 1972 to 1976 
(millions of Canadian dollars) 


1976 1975 1974 1973 1972 
REVENUSS se Ora Me tsau Ui Sania aly 888.3 721.5 648.6 511.8 369.8 
Costs and expenses. 
Cost of sales and services ....0.0.........000.... 631.1 O22 487.4 39215 281.0 
Selling, general and administrative ........ 81.9 61.3 50.2 BBr7, 33.4 
Depreciation, depletion and amortization 32.3 26.5 24.2 20.0 16.3 
Interest on long-term debt .......0.0.0000.. 27.5 12.1 10.3 8.6 6.0 
Other interest nic Ou Wiiitr an eine wey 12.7 9.8 ar gs: 4.0 4.1 
785.5 636.9 579.6 463.8 340.8 
Income before the following .................. 102.8 84.6 69.0 48.0 29.0 
Provision for Income Taxes 
DUN Tale gy WOT as ake ees AN Gunter Pe MRR OR ede aed 36.9 29.5 28.5 23.5 14.0 
DeTSrle do ar eit WBE maine Tray uLwage 10.2 7.9 5.4 (0.5) (0.5) 
47.1 37.4 33.9 23.0 13.5 
Loss on operations of discontinued 
businesses, net of income taxes .......... mens — -—- — 0.4 
47.1 37.4 33.9 23.0 13.9 
Income before extraordinary items ........ $ 55.7 $ 47.2 $ 35.1 $ 25.0 $15.1 
Income per common share 
before extraordinary items 
Canadian Method 
SICH cet nmeencie Nita at lon ayes ei anin das eokaene $ 4.63 $ 4.03 $ 3.06 See $ 1.66 
Fly hte 2 eacahocay aii cl nimote sue ste 4.18 3.61 2.71 2.18 1.40 
United States Method 
ed tLe ts (i Ca, ACM Mpa oa ESM Nee Bama ad ere 4.58 4.01 » 3.05 2.51 1.65 
PUL YNe OTC a srt wali Riek reais 4.23 3.69. 247 2.24 1.43 


ee ee 


Cost of Sales and Services 

Cost of sales and services was 71 per cent of 
revenues in 1976 compared to 73 per centin 
1975 and 75 per cent in 1974. This improve- 
ment reflects the continuing increase in the 
proportion of total revenues generated by 
higher-margin products such as land, housing 
and cement. 


Selling, General and Administrative Expenses 
These expenses increased by $21 million 

(34 per cent) in 1976 compared to $11 million 
(22 per cent) in 1975. Abbey Glen expenses 
accounted for $7 million of the 1976 increase 
and unrealized foreign exchange losses 
accounted for another $2 million. Continuing 
increases in levels of business activity neces- 
sitated additional selling and administrative 
personnel and related expenses in both 1976 
and 1975. In addition, inflationary pressures 
continued to reflect in all expenses. 


Depreciation, Depletion and Amortization 
Abbey Glen Property Corporation accounts 
for $3 million of the $6 million 1976 increase 
in depreciation, depletion and amortization. 
Capital expansion in the marine and building 
material operations resulted in 1976 expense 
increases of $1 million each while expansion 
in marine and cement operations accounted 
for the majority of the $2 million 1975 increase. 


Interest Expense 

Total interest expense increased by $18 
million in 1976 and $4 million in 1975. The 
acquisition of Abbey Glen Property Corpora- 
tion increased 1976 expense by $14 million. 
The remaining 1976 increase and total 1975 
increase relates to debt issues used to finance 
continued capital expansion primarily in the 
cement and marine operations. 


Preferred Stock 

All of the outstanding preferred shares 
(Series A, B, C, D) were issued pursuant to 
exchange offers for shares of subsidiaries. 
The Series B preferred shares are listed on 
the Montreal Stock Exchange and on the 
Brussels Bourse and the Series D were listed 
on February 25, 1977 on the Toronto, Montreal, 
Alberta and Vancouver Stock Exchanges. 
The Series A and C preferred shares are 

not listed. 


The Series B preferred shares are thinly 
traded and in 1976 the market price ranged 
from $21% to $21% on the Montreal Stock 
Exchange. 


Common Stock 

The common shares are listed on the New 
York, Toronto, Montreal, Alberta and Van- 
couver Stock Exchanges and the Brussels 
and Antwerp Bourses. There were 11,884,726 
common shares outstanding at December 31, 
1976 of which 8,748,808 were registered in 
the name of the holder and the balance were 
in bearer form. 


Market Price Range 


Common Stock 
Toronto Stock Exchange 


Trading Volume 
Common Stock 


1976 1975 

1st Quarter 1,047,742 375,400 
2nd Quarter 673,497 736,229 
3rd Quarter 542,960 394,826 
4th Quarter 473,309 390,607 
2,737,508 1,797,062 


GENSTAR 


RESULTS BY INDUSTRIAL CATEGORY 
For the five years ended December 31, 1976 


A 
<em> 
Vv 


The next seven pages contain details of net 
income by industrial category, a brief descrip- 
tion of the businesses included in each cate- 
gory and a balance sheet in graphic form at 
December 31, 1976 for each category. 


The following definitions apply to the account- 
ing terms used in each industrial category: 


Net assets 

Net assets comprise total assets at the end of 
each year less non-interest bearing liabilities 
and are financed by interest-bearing debt, 
deferred income taxes and shareholders’ 
equity. 


Return on net assets 

Return on net assets is the percentage obtain- 
ed by dividing net income before interest 
expense less applicable income taxes by 

net assets. 


Gross working capital 

Gross working capital comprises current 
assets less non-interest bearing current 
liabilities. 


BUILDING MATERIALS 


1976 1975 1974 1973 1972 
(millions of dollars) 

FIGVENUCS Pe le te ere ey tr ae 222.4 192.3 178.0 125.1 101.6 
Costs and expenses 
BOSWOP SASS ye mee rma oi ala alee 166.5 143.7 136.8 93.8 75.4 
Selling, general and administrative ... .... 18.6 16.4 14.3 10.7 9.1 
Depreciation, depletion and amortization 7.9 One 6.4 5.4 Onl 
WAL Re Ste tin ae sentir, Poel sure vias ee hy hPa 6.1 3.6 4.5 3.9 2.3 

199.1 170.4 162.0 113.8 91.9 
Income before the following ............... Me 23.3 21.9 16.0 aA Bes) 9.7 
Provision for income taxes ...................... 10.1 9.5 7.8 Bey D4 
NO@EINCOMG es cece Naat eer aes. $ 13.2 $ 12.4 Pi B.2 $75.6 $ 4.6 
NeraSssetsii ie ited CV ec iae) 9ar) $145.0 $134.1 $121.4 $ 81.3 $ 74.8 
Return on net assets 00... 11.49% 10.77% 8.61% 9.20% 7.54% 
The operations of this category comprise Condensed Balance Sheet December 31, 1976 
the production of a wide variety of building (millions of dollars) 


materials and supplies including pre-cast and 
pre-stressed architectural and structural 
concrete products, concrete blocks and 
railway ties, ready-mix concrete, masonry 
supplies, gypsum wallboard, and sand, gravel 
and classified aggregates. 


NET ASSETS FINANCED BY 


Revenues increased $30 million or 16 per 
cent in 1976 and at a compound annual rate 
of 30 per cent in the five-year period 
1972-1976. 


_ FIXED ASSETS 
$99.4 


Net income increased marginally in 1976 
and at a compound rate of 39 per cent from 
1972-1976. 


The assets above represent the components 
of the net asset base as at December 31, 1976. 
The financing of the net assets, as shown 
above, is an allocation of the total company 
resource pool based on financial ratios par- 
ticular to the building materials industry. 


CEMENT 


1976 1975 1974 1973 1972 


(millions of dollars) 


REVENUES: ee rearranges ae 127.9 111.4 88.7 49.9 42.8 


Costs and expenses 


Cost ofisales 26.7. tos Se ON UNO as 86.0 77.6 58.4 29.4 25.6 
Selling, general and administrative ........ 10.1 8.8 7.9 3.6 3.4 
Depreciation, depletion and amortization 6.0 5.8 49 3.1 3.1 
{fo ea bmee MEN ANAL Ea Ro cee 2 0d 6.0 3.1 2.8 1.2 eS 

108.1 95.3 74.0 Sree 33.6 
Income before the following.................. 19.8 16.1 14.7 12.6 9.2 
Provision for income taxes ......0.00............ 8.6 6.9 73 6.0 4.5 
Net InCOmee i Ee en ences $ 11.2 $ 9.2 $ 7.4 $ 6.6 $AcT 
Net: assets: 2G A eh PGT ea $111.4 $61.4 Si 7-36, $ 47.5 $ 49.5 
Return on net assets _.. Shy ME ela ane 13.13% 13.55% 11.42% 15.13% 11.11% 
The operations of this category comprise Condensed Balance Sheet December 31, 1976 
the manufacture of normal portland and (millions of dollars) 


specialized cements at four cement plants 


in Western Canada and one plant in Montreal. vet as sitgt Nal GaP Nhe: 


GROSS WORKING SHORT-TERM 
CAPITAL $10.9 DEBT $9.7 


Revenues increased 15 per cent in 1976 and 
for the five years ended December 31, 1976, 
revenues increased at a compound annual 
rate of 38 per cent. ° 


Net income increased by 22 per cent in 1976 
and five year income growth has been at the 
rate of 31 per cent per annum. 


FIXED ASSETS - 
$95.8 : 


OTHER 
$4.7 


The assets above represent the components 
of the net asset base as at December 31, 1976. 
Working capital requirements in 1976 were 
abnormally low because of low inventory 
levels throughout the year resulting from 
strong demand. 


The financing of the net assets, as shown 
above, is an allocation of the total company 
resource pool based on financial ratios 
particular to the cement industry. 


Es ee nee eee 


HOUSING AND LAND DEVELOPMENT 


1976 1975 1974 1973 1972 
(millions of dollars) 

FIOVENUCS tee el eek case ee ey at Og 253.7 160.3 119.1 119.7 84.5 
Costs and expenses 
GOSOmSalOSt ses tia teeta i be V8 167.5 110.5 85.7 92.6 67.9 
Selling, general and administrative ........ 27.3 17.4 12.6 10.4 9.0 
PYEDIECLAUON sha sate ree Rit Sy, 1.2 0.8 0.7 0.7 0.6 
te Ke Sie ater te a econ Sie adh} 12.4 7.6 4.1 PMY f iy 

208.4 136.3 103.1 106.4 80.0 
Income before the following ................... 45.3 24.0 16.0 13.3 4.5 
Provision for income taxes ...................... 22.0 ens 8.4 6.7 2.4 
NetiInCOMG a4 ie i ee es aN ed $ 23.3 Selsey, Super sO $ 6.6 Sion 
NGASSEISe ee i hee eae $398.9 $166.2 $120.4 $ 83.6 $ 87.1 
Return on net assets 0.0... 7.45% 9.31% 7.88% 9.57% 3.83% 


Condensed Balance Sheet December 31, 1976 
(millions of dollars) 


The operations of this category comprise 
the development of residential, commercial 
and industrial land; construction of single- 
family, duplex and townhouse units; manu- 
facture of pre-assembled sections and 
component packages for the construction 
of residential units, development and sale of 
shopping centers; and participations in the 
development of residential communities and 
recreational land. 


NET ASSETS FINANCED BY 


Net assets increased substantially in 1976 as 
a result of the consolidation of the housing 
and land development operations of Abbey 
Glen Property Corporation. Return on net 
assets in 1976 would have been 10.14 per 
cent if the net asset base was adjusted to 
include the net assets of Abbey Glen ona 
weighted average basis from the date of 
acquisition. 


DEFERRED 
INCOME 
TAXES $2.0 


Revenues increased 58 per cent in 1976 and SRGEL ATT OTHER 


at a compound annual rate of 32 per cent in 
the period 1972-1976. 


Net income in 1976 was double the 1975 level 
and increased at a compound annual rate of 
47 per cent over the past five years. 


$27.1 


The assets above represent the components 
of the net asset base as at December 31, 1976. 
Gross working capital is large because of the 
land and work in process inventories which 
are financed primarily by mortgage advances 
and short-term borrowings. The financing of 
the net assets, as shown above, is an alloca- 
tion of the total company resource pool 
based on financial ratios particular to the 

real estate industry. 


CONSTRUCTION 


1976 1975 1974 1973 1972 
(millions of dollars) 

Revenues. (cts ole ee 152.5 146.4 143.2 80.5 69.8 
Costs and expenses 
Cost. of Salesiccg te eee 124.6 127.0 128.4 68.2 la¥ fe) 
Selling, general and administrative ........ 8.6 6.0 5.3 4.4 4.3 
Depreciation and depletion ...................... 6.5 6.6 6.5 5.8 5.0 
IATEReSE feces be Re tN ica ihe aaa 1.9 1.5 1.7 1.5 a RES 

141.6 141.1 141.9 79.9 68.7 
income before the following ................... 10.9 5.3 1.3 0.6 1.1 
Provision for income taxes ...................... 5.3 2.6 0.7 0.3 0.6 
Net income). Ge ee a ee $ 5.6 Baa Pat $ 0.6 $5703 $410.5 
Net assets? ()) 2) (c0 Ve ee $ 36.9 $ 32.1 $ 43.8 $ 38.1 $ 39.1 
Return on net assets 0... 17.74% | 11.00% 3.16% 2.81% 3.58% 
The operations of this category comprise Condensed Balance Sheet December 31, 1976 
the construction for the private sector as well (millions of dollars) 


as for federal, provincial and local authorities 
of utilities including hydroelectric power 
installations, airports, bridges, dams, high- 
ways, reservoirs, pumping stations; concrete 
and asphalt pavements, and sewer and water 
installations. 


NET ASSETS FINANCED BY 


Revenues in 1976 were 4 per cent higher 
than 1975 and have increased at a compound 
annual rate of 22 per cent in the period 
1972-1976. 


Net income in 1976 was double the level 
achieved in 1975 and has increased at a 
compound annual rate of 70 per cent in the 
past five years. 


OTHER 
$1.5 


The assets above represent the components 
of the net asset base as at December 31, 1976. 
The financing of the net assets, as shown 
above, is an allocation of the total company 
resource pool based on financial ratios par- 
ticular to the construction industry. 


MARINE 


1976 1975 1974 1973 1972 
(millions of dollars) 
PRAVENUIOS Petree Toshi adea Sone eoeeeilondet 62.4 61.5 Sig 43.5 32.8 
Costs and expenses 

OSMOlESA OGM Crem hee skis lecec acu. sas 42.4 45.0 36.1 30.0 21.8 

Selling, general and administrative ........ 6.4 5.0 3.3 2.9 Bak 

Depreciation we se sete ites oie geteats 5.1 4.2 3.5 3.2 es) 

PRENSA le 4 a RS a re a 3.5 He Fe 2.2 1.8 ASS 

57.4 Siap 45.1 3/9 28.3 

Income before the following. ................. 5.0 4.0 6.0 5.6 4.5 

Provision for income taxes ...................... 2.2 0.8 3.0 25 1.0 

MOT VAItClOslat yc htt sere e ik ieee. a — — 0.3 Ps) 
Loss on operations of discontinued 

business, net of income taxes .............. — — — — 0.3 

2.2 0.8 3.0 2.8 2.8 

Income before extraordinary item .......... $ 2.8 Dinwoee $ 3:0 o.2.8 SRaIeT 

NG ASSCIS ye ets een Ek eirhy renee keaniol: $ 94.8 wip AS) 6 > 53H $ 42.1 $ 23.0 

Return on net assets ees 5.02% L,59:% 7.76% 8.24% 8.68% 


These operations comprise marine equipment 
to provide shipdocking, transportation, 
lighterage, salvage and pollution control 
services, shipbuilding and repair facilities. 


Revenues increased only marginally in 1976 
and at a compound annual rate of 18 per cent 
in the five-year period ended December 31, 
1976. Revenues include Genstar’s share of 
profits from Canadian and international marine 
joint ventures which are accounted for on the 
equity method. 


Net income in 1976 was 12 per cent below 
1975 and in the five-year period 1972-1976, 
increased at a compound annual rate of 
21 per cent. 


The financing of the net assets, as shown 


Condensed Balance Sheet December 31, 1976 


(millions of dollars) 


NET ASSETS FINANCED BY 


FIXED ASSETS 
$71.6 


OTHER 


$5.3 


The assets above represent the components 
of the net asset base as at December 31, 1976. 


SHORT-TERM 
DEBT $4.5 


LONG- 
TERM DEBT 
$58.0 


DEFERRED 
INCOME 
TAXES $11.5 


above, is an allocation of the total company 
resource pool based on financial ratios par- 
ticular to the marine transportation industry. 


9 


10 


CHEMICALS AND FERTILIZERS 


1976 1975 1974 1973 1972 
(millions of dollars) 

Revenues. a ee ee oe 64.4 74.3 60.9 47.3 38.9 
Costs and expenses 
Costofisales 52: eee ere nas 54.9 55a 40.5 39.1 32.0 
Selling, general and administrative ....... 6.0 5.4 4.5 4.1 4.0 
Depreciation: 7c acnale ches weeny ee 2.9 Ze 2nd 2.2 24 
[Rte FESTE ri a0 eS oa oot eo a Rene eee 3.8 1.9 4 ba | 0.6 0.7 

67.6 64.6 48.2 46.0 38.8 
Income before the following ................... (3.2) 9.7 127. 4:3 0.1 
Provision for income taxes ............00.0..0. (1.4) 4.2 6.0 0.6 0.1 
Net income (loss) .........000....000ee $2 (91:8) $555 SeGy, SOF, $ — 
Net assets ore Ua ee eae $ 59.7 Suooe $ 42.2 $ 42.9 $ 44.3 
Return on net assets 0.000. 0.57% 11.95% 17.26% 2.29% 0.87% 


These operations comprise the manufacture 
of nitrogen-based chemicals at a plant 
located in Maitland, Ontario and the manu- 
facture of fertilizer materials and mixed 
fertilizers. 


Revenues in 1976 decreased 14 per cent and 
in the five year period 1972-1976 increased 
at a compound annual rate of 12 per cent. 

A loss was recorded in 1976 compared to a 
profit in 1975. 


Condensed Balance Sheet December 31, 1976 
(millions of dollars) 


NET ASSETS FINANCED BY 


OTHER 
$0.9 


The assets above represent the components 
of the net asset base as at December 31, 1976. 
Working capital requirements of this division 
form a large proportion of net assets because 
of the need to build up large inventories for 
the short fertilizer selling season. The financ- 
ing of the net assets, as shown above, is an 
allocation of the total company resource pool 
based on financial ratios particular to the 
chemical and fertilizer industry. 


INVESTMENTS 


1976 1975 1974 1973 1972 
(millions of dollars) 
ROVGNMGS Peete ths ie Ne 92.2 44.6 76.3 94.7 70.5 
Costs and expenses 
COMBO Sd OS ieee ese i eho 76.4 37.6 70.2 86.4 63.8 
Selling, general and administrative ........ 4.9 2.3 23. 3.4 3.2 
DEprec atlOniminm rena ticle oe te doe Gs 2uh 0.2 0.1 0.2 0.2 
TteheSuremmetices wiileut Uo fog k Moc ar 6.5 0.9 1.4 qa eal 
90.5 41.0 74.0 91.1 68.3 
Income before the following .................. 1.7 3.6 23. 3.6 ore 
Provision for income taxes ...................... 0.3 1.1 0.7 42 0.6 
Loss on operations of discontinued 
business, net of income taxes... — a — — 0.1 
0.3 AA 0.7 he. OF 
Income before extraordinary item ........ $ 1.4 SEMA) $)51.6 $234 paras) 
NETASSOIS Rete UN her ge wea) i. $213.6 $ 26.6 Sao $ 35.6 $ 34.6 
Return on net assets 0. 3.05% 11.09% 7.79% 9.10% 6.37% 
These operations comprise the development Condensed Balance Sheet December 31, 1976 
and operation of residential and commercial ayuillions Of Collars) 


revenue properties, the investment of equity 
venture capital primarily in new enterprises 
in high technology fields and the import of 
primary and semi-finished metals for sale to 
distributors and end-users and the export of 
industrial products. 


NET ASSETS FINANCED BY 


Net assets increased substantially in 1976 as 
a result of the consolidation of the revenue- 
producing properties operations of Abbey 
Glen Property Corporation. Return on net 
assets in 1976 would have been 6.41 per cent 
if the net asset base was adjusted to include 
the net assets of Abbey Glen on a weighted 
average basis from the date of acquisition. 


DEFERRED 
INCOME 
TAXES $12.8 


Revenues more than doubled in 1976. Reve- 

nues from revenue-producing properties | 

totalled $16 million in the five months of FIXED ASSETSt SL 

ownership. Net income decreased by 48 $2.1 INVESTMENTS 
: $20.4 

per cent in 1976. 


a 


The assets above represent the components 
of the net asset base as at December 31, 1976. 
The financing of the net assets, as shown 
above, is an allocation of the total company 
resource pool based on financial ratios par- 
ticular to the main component of this category 
— the real estate industry. 


The assets in this category include revenue- 
producing properties which were sold in early 
1977 and other properties which are expected 
to be sold in the balance of the year. As a 
result, the net asset base will decrease signi- 
ficantly in 1977 and return on net assets will 
fluctuate accordingly. 
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NET ASSETS BY INDUSTRIAL CATEGORY 


The previous seven pages of this report have 
shown operating results by industrial category 
for the period 1972-1976 and a condensed 
balance sheet as at December 31, 1976. The 
net assets employed by each division can be 
specifically identified but there is no formal 
allocation of their financing within the com- 
pany. Rather, there is a pool of resources 


which is used by all divisions as required. 
To illustrate how this pool of financial re- 
sources might be allocated to the various 
industrial categories, the following table has 
been prepared based upon financial ratios 
generally accepted as appropriate for each 
industry in which Genstar operates. 


FINANCED BY RATIOS 
INDUSTRIAL NET se ofan eae ee 
CATEGORY ASSETS Short-Term Long-Term iacuins Total Debt PSB 
Debt Debt Taxes Equity to Equity to Equity 
(millions of dollars) (per cent) 

Building materials .. 145.0 14.5 42.2 19.1 69.2 45:55 38:62 
Gement (22.00 32 111.4 9.7 32.0 16.0 Boor 44:56 37,63 
Housing and land 

development ...... 398.9 173.2* 138.2 2.0 85.5 (8:22 62:38 
Construction .......... 36.9 6.8 7.8 7.6 14.7 50:50 35:65 
Marine aire kh ah eee: 94.8 4.5 58.0 AS 20.8 Tose s 74:26 
Chemicals and 

fertilizers 2.0.0.0... 59.7 5.6 the2 8.9 28.0 45:55 38:62 
Investments ............ 213.6 89.9** 67.2 12.8 43.7 78:22 61:39 

$1,060.3 $304.2 $362.6 $77.9 $315.6 68:32 53:47 


“includes $85.9 million of advances relating to housing and land inventories. 
**includes $77.9 million of mortgages relating to revenue properties. 


The acquisition of Abbey Glen with its own 
total debt to equity financing of 78:22 has 
significantly altered the ratios of Genstar 
overall. At December 31, 1976 the total debt 
to equity ratio was 68:32 compared to 49:51 
last year. Excluding Abbey Glen, the ratio 
would have been 50:50, the same as last year. 


The long-term debt to equity ratio at Decem- 
ber 31, 1976 was 53:47 compared to 39:61 
last year. If deferred taxes were included in 
the equity base, the company’s total debt to 
equity ratio would be 63:37 and the long-term 
debt to equity ratio would be 48:52. 


GENSTAR 


CONSOLIDATED FINANCIAL STATEMENTS 
For the years ended December 31, 1976 and 1975 
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


For the years ended December 31, 1976 and 1975 


Consolidation 

The accounts of all subsidiaries are consoli- 
dated either from the date of acquisition on 
the basis of purchase accounting or retro- 
actively on the basis of pooling of interests 
accounting. 


Foreign Exchange 

Accounts in foreign currencies are expressed 
in Canadian dollars in accordance with State- 
ment No. 8 of the Financial Accounting Stan- 
dards Board (United States). In general, 
Statement No. 8 requires that monetary 
assets and liabilities, including long-term 
debt, be translated at the current rate; non- 
monetary assets and liabilities, including 
inventories, be translated at historical rates; 
and resulting exchange gains or losses be 
included in income. 


Inventories 

Inventories are valued at the lower of cost or 
net realizable value. Cost of manufactured 
goods is determined principally on the first-in 
first-out basis and includes all overhead ele- 
ments except depreciation. Cost of land and 
housing inventories is determined ona 
specific item basis and includes interest and 
property taxes on land prior to development 
and services such as roads, sewage and 
water systems on land under development. 


Land inventories are those parcels which can 
reasonably be expected to be sold within the 
five-year operating cycle of the land develop- 
ment business. 


Revenue Properties 

Revenue properties are stated at the lower of 
depreciated cost or net realizable value and 
are properties intended to be sold within 

one year. 


Development Land and Properties 
Development land is stated at cost, including 
interest and property taxes; and comprises 
land which is not expected to be sold within 
the five years subsequent to the balance 
sheet date. 


Properties are stated at depreciated cost and 
comprise revenue properties that are intended 
to be held for more than one year. Deprecia- 
tion is recorded on the straight-line method 
based on estimated lives to a maximum of 

40 years. 


Fixed Assets 

Properties, plants and equipment are carried 
at cost. Expenditures for additions, improve- 
ments and renewals are capitalized and 
expenditures for maintenance and repairs 


are charged to income. When assets are sold 
or retired, their cost and accumulated depre- 
ciation or depletion are removed from the 
accounts and any gain or loss resulting from 
their disposal is included in income. 


Depreciation of fixed plant and equipment is 
provided by annual charges to income on the 
straight-line method based on estimated use- 
ful lives ranging from 20 to 40 years for 
plants and from 5 to 25 years for equipment. 
Mobile equipment depreciation is based on 
time utilization after allowing for estimated 
salvage value. Depletion of quarries and 
gravel deposits is calculated on the unit of 
extraction method. 


Investments and Other Assets 

Portfolio securities are valued at the lower of 
aggregate cost or net realizable value. Invest- 
ments in 50 per cent owned companies are 
carried on the equity method. 


Intangible assets arising from acquisitions 
include the excess of purchase price over the 
net book value of identifiable assets at the 
date of acquisition for business combinations 
prior to November 1, 1970 and the excess of 
purchase price over the fair value of identifi- 
able net assets at the date of acquisition for 
business combinations subsequent to that date. 


Amortization of amounts relating to acquisi- 
tions subsequent to November 1, 1970 is 
charged to income on the straight-line basis 
over forty years. Unamortized amounts are 
charged to income in the event of diminution 
in value. 


Revenue Recognition 

Revenues from the sale of manufactured 
products and housing units are recognized 
upon passage of title to the customer which 
generally coincides with their delivery and 
acceptance. Revenues from the sale of land 
and revenue properties are recognized in the 
period in which the transactions occur pro- 
vided the earnings process is complete and 
collectibility of the proceeds is reasonably 
assured. Revenues from the operations of 
revenue properties are recognized on the 
basis of the terms of the related leases. 


Revenues from construction and shipbuilding 
contracts are recognized on the percentage 
of completion method and any losses are 
provided for as they become known. Claims 
for additional contract compensation are not 
recognized until resolved. Revenues from 
marine joint venture participations are 
accounted for on the equity method. 


CONSOLIDATED STATEMENTS OF INCOME 


For the years ended December 31, 1976 and 1975 
(thousands of Canadian dollars) 


NOTE 
REFERENCE 1976 1975 
MGVENUCS seri nits ape nek wer herd ee apie 2) Ny 888,349 721,547 
Costs and Expenses 
Cost Cl sales: amd. SEMWVICES 26h hha s sides eceece ch sestslcscsscodes 631,087 527,236 
Selling, general and administrative 90000000. 81,922 61,349 
Depreciation, depletion and amortization ........0......00000.... 32,328 26,522 
MMreneStOnuONG-teliy GeEDE 8.6) coin seks wedencevieseeedeven. 27,549 12,109 
CORUIVEL (WLM ST WO Te I Bn gare Croton eg ee 12,662 9,775 
785,548 636,991 
Income Before Income TaxeS ...000...........000oooooccccceccccceceeeeee 102,801 84,556 
Provision for income taxes 12 
UGE UN REABL Uy. Be. sicllee APR by Sue gre aca eGR LER Ot ne 36,900 29,500 
SLO OC eter eet er ne AN Rh ce ee a ak 10,200 7,900 
47,100 37,400 
Net Income for the Year |... cccececcceeeeceeeeee $ 55,701 $3 472156 
Net Income per Common Share 13 
Canadian Method BASIC ae ree ee she ernie A ea es $4.63 $4.03 
UV cOMUTCG: oui. Shue. tm, utente 4.18 3.61 
United States Method Primary .................ceeees 4.58 4.01 
UHV SG UOG Leonet) Relea. oa craven 4.23 3.69 
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CONSOLIDATED BALANCE SHEETS 


As at December 31, 1976 and 1975 
(thousands of Canadian dollars) 


NOTE 
REFERENCE 1976 1975 
Assets 
Current Assets 
Cashand term: deposits.t, bot echt eas rey oe 13,510 8,115 
Accounts; receivable: {esas oe eet eee he 183,741 138,323 
INVENTONIES! 522. he eee ee ek ec tee eae On Pe eee gene 2 311,653 186,669 
Revenue! properties 73-0) Fens ee eek Dae teaver 3 100,507 _— 
Prepaid ‘expenses. tetra we sare chee rey Beye ban omer 5,944 5,022 
615,355 338,129 
Development Land and Properties... 4 213,245 31,048 
Fixed Assets 5 
Properties, plants and equipment ............cccccccecccccececeeeeees 563,819 490,530 
Accumulated depreciation and depletion ........................ 231,902 213d 
331,917 276,819 
Investments and Other Assets 000 6 72,326 58,612 


$1,232,843 $ 704,608 


On behalf of the Board 


Director ng A. Lip as LN 
Director —- 
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NOTE 


REFERENCE 
Liabilities 
Current Liabilities 
MICA ESTITE OORT OWNS i oey ho ds ecclesia c chee eetode eocen yet svueees 7 
PC COUMISIOAVADIG Rem rob ee Crete Aa Pe ihe a at wy cal eau 
BOOM MG ANC Gen ate ten ee hia S eral ce eee SS cdevuaytevens 12 
Advances relating to housing and land inventories ........ 8 
Mortgages relating to revenue properties ........................ 3 
SEIT RC Her DOTTOMIOMOCD Uri tr tos Sucre et tester: pw Bbasksosscec 9 
Mortgages and Debentures Relating to Development 
Pandrand Propertiesi onic. ca an ces. 9 
BE OMGoT Gtr DG Otte re ener todo cdeni de otarsnenc pansies: 9 
Deferred Income Taxes 0c 12 
Shareholders’ Equity 
Cae TET LN GPa eve St GST ER Cy th Ate 10 
COMMIDUICE SULDIUS toe aac hie lel eae wedaaiul 11 


PAC LEMIVOC HE TITIES Cnet asic woe S, co.c cot euais Nepagvasen npeubee 


1976 


140,414 
137,151 
35,332 
85,910 
77,897 
26,802 


503,506 


107,117 


228,750 


77,863 
917,236 


167,527 
7,778 


140,302 
315,607 
$1,232,843 


1975 


44,316 
110,687 
22,074 
44,805 


13,190 
235,072 


153,582 


52,355 
441,009 


156,093 
6,967 


100,539 
263,599 
$ 704,608 
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CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 


For the years ended December 31, 1976 and 1975 
(thousands of Canadian dollars) 


NOTE 
REFERENCE 


Source of Funds 


Net income for the year 2.0.2... eeeeees 

items not affecting funds 

Depreciation, depletion and amortization 00... 

Deferred ‘income taxes’). 265.55 a ee eee 12 
Other oyna GL eee 


Funds from operations ...0000....0.0......00 ccd eceecee etn 


Sale of 
Investments and other assetS .0...0.000.ccccccecccececeet cece ee 


Issue of 
Mortgages, debentures and long-term debt ...................... 
Capital stock 5 (yee ne aces Mek ieee eee aoe 10 
Other 


1976 


55,701 


32,328 
10,200 
(4,398) 


93,831 


5,470 
11,834 
5,853 


89,498 
12,245 
411 


1975 


47,156 


26,522 
7,900 
(4,475) 


77,103 


3,751 
11,900 


82,788 
4,677 
894 


181,113 


219,142 


Application of Funds 


Acquisition of subsidiary 

Working capital deficiency 

Development land and’properties classified 
as Current assets 


89,826 


Purchase of 
Investments and other assets .............0.cccccccccecceeeeceeeceeeceees 
Fixed assets. < oi. 4). .thlel copa eee ee eee 
Development land and properties 


Payment or reduction of 

Mortgages, debentures and long-term debt .................... 
Dividends 
Other 


34,820 


(100,507) 


24,139 


15,554 
89,741 
22,753 


42,134 
16,029 


9,411 
67,607 
6,840 


22,415 
14,915 
1,026 


210,350 


Working Capital 


Increase for the year 
At beginning of year 


At end of year 


8,792 
103,057 


$ 111,849 


122,214 


58,899 
44,158 


$ 103,057 


Teen QO ee — —————— 


CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 
(Continued) 


1976 1975 
Changes in Elements of Working Capital 
Current Assets /ncrease (Decrease) 
Gachianauelm GopOsitSssm rote wih Penta ok ae ou 5,395 (3,061) 
RECOUNTS OCEIADl Gitte saan ech ee in nae eta 45,418 14,604 
INVEN Ones cums in ae wea kee Nae tc tN anys 124,984 38,856 
MeVvenuCaDrOpOkuGsan teat i eckrieN Be wl eS ee 100,507 — 
PIEDALGWEXDEMOeGer hectare tie ei eer Che a ener 922 545 
277,226 50,944 
Current Liabilities /ncrease (Decrease) 
SHOrShMOOIPOWINGS wen ates rt eye ee 96,098 (39,817) 
INGCOUNLS DAY ADICgins Mente ret sr ticki tlt Siero 26,464 19,076 
INCOME LAXCS eres enone een MR ek Ao ee ante hl 13,258 (1,328) 
Advances relating to housing and land inventories ....... 41,105 16,989 
Mortgages relating to revenue properties 0... 77,897 — 
Cutrantiponion OndeDlieme eee ire ere eR se ee 13,612 (2,875) 
268,434 (7,955) 


Increase in Working Capital forthe Year.................... $ 8,792 $ 58,899 


CONSOLIDATED STATEMENTS OF RETAINED EARNINGS 


For the years ended December 31, 1976 and 1975 
(thousands of Canadian dollars) 


NOTE 
REFERENCE 1976 1975 
Balance — Beginning of year ee 100,539 67,649 
NGWING OME NOME VERA ian ne Gk yates candy tessies daira enth 55,701 47,156 
Reduction of United States income taxes ....................05. 15 91 649 
156,331 115,454 
Dividends — preferred Shares ..............0cc cece e eee 1,345 1,314 
SSH OLUTION SIAN GS tees t vedi eeascaee seiuded Ohemonancd spades 14,684 13,601 
16,029 14,915 
Balance — End of year oo... ccc $ 140,302 $ 100,539 


nn 
—— a ————————————————————————————__ II»: 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
For the years ended December 31, 1976 and 1975 


1. Business Combination 


The accounts of Abbey Glen Property Cor- whereby the minority shareholders could 
poration (Abbey Glen), a company engaged accept $6.75 cash per reclassified Abbey 
in the land development and revenue property Glen common share and Canadian resident 
businesses in Canada and the United States, minority shareholders had the alternative 
have been consolidated on the basis of pur- right to exchange their reclassified shares 
chase accounting assuming 100 per cent on the basis of ten Abbey Glen shares for 
control from the date of acquisition, July 28, three Genstar Series D preferred shares. 
1976. 62.4 per cent of Abbey Glen was ac- Abbey Glen intends to redeem the remaining 
quired for a cash payment of $49 million and minority shares for cash of $6.75 each on 
the balance pursuant to an arrangement March 1, 1977. 
The acquisition equation is as follows: Apher Gian 
Net assets acquired (thousands of dollars) 
Net tangible assets at the carrying value of the acquired company ............... 74,247 
Intangible assets at the carrying value of the acquired Company ..................... 737 
Allocation of purchase price to land and revenue properties ....................... 5,086 
Allocation of purchase price to intangible assets 000... (737) 
$79,333 
Consideration 
Cash ee i ee ORGS Urea ah ale NU Se en ee 69,931 
Preferred shares and related contributed surplus .........000.000 7,296 
Minority interest to-bevacquiredie ia (am crc .).oa ween nee me cere eae gen 2,106 


$ 79,333 


Assuming the purchase had taken place on January 1, 1975, the proforma consolidated 
results would have been as follows: 
1976 1975 


(thousands of dollars) 


Revenues re iy Reb) RS iT CR Gas ae rene ge cv tT $942,622 $841,567 

Net: INnCome ys 2008 2 SE GIN en et ane ae a na ana eo 56,002 49,947 
Income per common share 

Canadian method’ basich i We kee neo acne pene eae $ 4.62 $i 423 

fully diluted iy ge ste eas hog oe Gila te see ade 4.11 3.69 

United States. method —= primary. wees ete aero te ee eaters 4.55 4.17 


a FULT eC eC te Masten cnr eee rama iis hy een oe 4.14 3.80 


The purchase combination resulted in the following changes in financial position: 
(thousands of dollars) 


Source of Funds Application of Funds 
Assumption of — Purchase of — 

Long-term debt .................... 212,818 Development land and 
Deferred income taxes ........ Lies Droperties @. tase eee 268,183 
Otherside: (at OE a ae 339 Fixed/assets. 27500) 3,363 
240,394 Investments 0). 300 3,668 
275,214 
Decrease in working capital ........ $ 34,820 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


2. Inventories 1976 1975 
(thousands of dollars) 

Bich Ora OOCc mae er a mmnnen Ohh an Ve ee od ee ge: 26,426 32,013 
NVOEKSID MOTO CESS uname men na nhun aie Diu iti) Mt oe Ie Ou ee 85,231 39,375 
HavematerialSranCasupDues mata toe toe co ee ed a, 33,625 33,426 
DEV ANS h ocSe LY aii Sa Bs OGG A 153,683 71,107 
RAGIILCT Palo TANCE SDAIN AUT Sats tect cs ocsvien sh snares donttceradlonnsoe steeds dovaeconeue on cee 12,688 10,748 
$311,653 $186,669 


Land inventories include raw land of 
$94,156,000 at December 31, 1976 and 


3. Revenue Properties 


Revenue properties are stated net of accu- 
mulated depreciation in the amount of 
$4,618,000. The related mortgages payable 


4. Development Land and Properties 


PLODCi NGS COS tena thoes otis tiie et See oh kece 
— accumulated depreciation ........... 


DEVElODMeNt LANs weet a te ere ns 
Mortgages and loans receivable 0... 


5. Fixed Assets 


PAYA ATES), 10 eR a ode: oa An a 
Quarries and gravel deposits ............................ 
BUC OSmermNenun ne gir Cie we atl Ck ie 
Machinery and equipment .......................00...5. 


6. Investments and Other Assets 


Investments 


ORURON OUSOCLEILOS 4 mine er tinct ceslsl ecapeccaus sabia 
SO OLOWNEG  COMDANIGS choo: chests snsiscsnendes 
Advances to stock purchase plan ................... 


Intangible assets arising from acquisitions ........ 
DED MOISCOUML Mee aire tte re ie Riu ance sea dakaeneee 


$20,393,000 at December 31, 1975. 


bear interest at rates ranging from 7 per cent 
to 10% per cent and are repayable over 


terms up to 35 years. 


1976 1975 

(thousands of dollars) 
GN TORS AG Sy us SS Si he ea a 92,723 3,297 
aie OE EES RA ee ne 4,523 93 
88,200 3,204 

Leg Ea Re, SEE eens 99,080 23,583 
EE ECTS BANA he 25,965 4,261 
$213,245 $ 31,048 

1976 1975 

Accumulated Accumulated 

Depreciation Depreciation 

Cost and Depletion Cost and Depletion 

(thousands of dollars) 

17,122 ms 16,409 —_ 
26,474 3,916 22,653 3,902 
87,836 32,440 78,764 30,218 
432,387 195,546 372,704 179,591 
$563,819 $231,902 $490,530 $213,711 
1976 1975 


(thousands of dollars) 


17,988 
11,921 
5,285 
35,194 
34,576 
2,556 


$ 72,326 


14,425 
4,302 
2,935 


21,662 
34,962 
1,988 

$ 58,612 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


Portfolio securities included marketable 
shares of $9,400,000 at December 31, 1976 
and $7,795,000 at December 31, 1975 with 
market values of $12,260,000 and $10,339,000 
respectively. 


7. Short-Term Borrowings 


Bankvadvances, 6h ase eae eee re ee ree 
Short-term promissory notes ..................:ccee 


Bank lines of credit at December 31, 1976 
amounted to $240,000,000, of which 
$170,000,000 were unsecured. Unused bank 
lines of credit in the amount of $45,000,000 
are maintained for short-term promissory 
notes with an authorized limit of $50,000,000. 
Commitment fees on these lines are not 
material. 


Intangible assets arising from acquisitions 
subsequent to November 1, 1970 amount to 
$2,672,000. Accumulated amortization thereon 
amounted to $382,000 at December 31, 1976 
and $315,000 at December 31, 1975. 


1976 1975 

(thousands of dollars) 
18a. ding ate ng eae enh PRA 102,728 33,030 
Pre Nie tals Shor enna f 37,686 11,286 
$140,414 $ 44,316 


Average short-term borrowings outstanding 
during 1976 amounted to $92,400,000 and the 
maximum outstanding at any month-end was 
$140,414,000. Short-term borrowings bear 
interest at rates which approximate prime 
lending rates. 


8. Advances Relating to Housing and Land Inventories 


Included in advances relating to housing and 
land inventories is $60,339,000 at December 
31, 1976 representing the outstanding bal- 
ances of the purchase price of development 
lands which are payable over periods up to 
five years. The remaining advances of 


9. Mortgages, Debentures and Long-Term Debt 


Mortgages and debentures relating to 
development land and properties — 


Mortgages 
72% to 11% due to 2008 on 
revenue: properties: oan ae: 


6% to 12% due to 1987 on 
developmentiland ) 5) ae ee 


Debentures 
BIO GUS TOc1 GOT ie nee ernane eee op ee en an ree 


7%4% convertible subordinated 
due in 1989 


Oi Vid g=\al syolalantalg hina cn meme umm A eit et sla 


Substantially all development land and prop- 
erties are pledged as security for the 9 per 
cent debentures and 7% per cent convertible 


$25,571,000 at December 31, 1976 represent 
financing on residential houses included in 
work in process and finished goods inven- 
tories, which will be assumed by the pur- 
chasers of the houses upon their completion 
and sale. 


1976 1975 


Current 
Portion Total 


Current 
Portion Total 


(thousands of dollars) 


749 54,823 = a 
11,934 48,486 ae) — 
300 9,700 se — 

ss 7,091 poe — 
12,983 120,100 as — 
eee 12,983 — a 
$:12,983 $107,417) 3S a ae 


subordinated debentures under specific and 
floating charges. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


Long-Term Debt 
5% % to 8% first mortgage sinking fund 
DONCSHGUG MORI OZ Matsa cr pee eA St diae 


Debentures 
10% payable in U.S. dollars due 1981 ........ 


TOVAPS TONG TOO mins etl hye y 


Prime bank rate plus 1% % 
(Minimum: % )rdvetOrIGB ae he a, 


TPS tw yea a | foley 19 Wy 2 88 Sy ee ae Oe 
TA on Cte tOMmhoOO Main se en ete ak 
Ler TOL 9 Yo, GUC ONO Mme Un et a 


Term bank loans at prime rates plus 7% % 
to 148 % due to 1982 of which $18,029,000 
TS Dayanle NaS MGONArS wen ee eis ue soos 


6% to 12% mortgages due to 1992... A 
6% % convertible debentures due in 1992 ...... 
D710. 10 19% Notes due to 1986 oc 
Non-interest bearing notes due to 1981 .......... 


Current portion aoe Fhe AR Ae CN es 


OTA CURFERTIDOTUOR | icy) te cyl erik dei soe. es 


First mortgage sinking fund bonds and non- 
interest bearing notes in the total principal 
amount of $20,790,000 at December 31, 1976 
and $22,389,000 at December 31, 1975 as- 
sumed on the acquisition of subsidiaries, 
are shown after deducting $1,031,000 and 
$1,183,000 respectively, of interest imputed 
at rates of 8% per cent and 812 per cent. 


A substantial portion of the properties, plants 
and equipment are pledged as security for 
the first mortgage bonds, debentures, term 
bank loans and other secured debt. Trust 
indentures pertaining to the first mortgage 
bonds and debentures contain the usual 
restrictive covenants covering the issuance 
of additional long-term debt and the payment 
of dividends. 


Included in term bank loans is $42,000,000 
repayable in equal instalments from 1978 to 


1976 1975 

Current Current 

Portion Total Portion Total 
(thousands of dollars) 

2,119 35,807 1,919 38,524 
1,000 25,500 4,017, 25,430 
oe 20,000 — 20,000 
cm sa 5,600 28,400 
1,452 28,452 526 29,026 
2,500 50,000 — — 
453 1,742 540 1,806 
1,383 60,275 1,617 8,931 
285 2,854 256 2,448 
— — — 2,179 
4,283 16,318 1,382 7,191 
344 1,621 333 2231 
13,819 242,569 13,190 166,772 
— 13,819 —_ 13,190 
$ 13,819 $228,750 $ 13,190 $153,582 

$ 26,802 $ 13,190 


1981. Under the terms of the loan, the com- 
pany may repay all or any part without penalty 
and redraw up to the maximum which is 
reduced by $10,500,000 per annum over the 
repayment schedule. At December 31, 1976, 
$25,000,000 of the loan had been repaid and, 
accordingly, short-term borrowings of an 
equal amount have been classified as term 
bank loans. 


The following payments are required in the 
next five years to meet long-term debt instal- 
ment, sinking fund and purchase fund 


provisions: Mortgages 
and 


Long-term 
Debentures Debt 
(thousands of dollars) 

PU meee eon ae ah: $ 12,983 $ 13,819 
USER Leake eisai a ak res 16,570 29,331 
WOT iecaemrdiesiatectnetantise 6,650 23,092 
RAS LoL OO ok ING at its aR 5,116 44,075 
TOO Ap wesw ari ers Slutte ss 4,968 43,172 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


10. Capital Stock 


Authorized 
5,000,000 preferred shares — par value of $20 each issuable in series of which 457,978 are 

designated as Series A $1.10 cumulative convertible; 1,205,970 
are designated as Series B $1.20 non-cumulative convertible; 
43,127 are designated as Series C non-dividend bearing con- 
vertible and 1,726,476 are designated as Series D $1.50 cumulative 
convertible. The Series A, B, C and D preferred shares carry 
voting rights and are redeemable from $20 to $24 each subject 
to various conditions. 


15,000,000 common shares — without nominal or par value. 


Issued and Fully Paid 1976 1975 

Shares Amount Shares Amount 
(thousands) 

Preferred shares — SeriesA .......0.000.00000..000.0.. 123 2,455 125 2,496 
—— Series Br iaeah ee 848 16,969 915 18,292 
— Series Guus aes ae — 43 863 43 863 
= SErles.Di Janey ae Nie ir ae 324 6,485 _ —_ 
Common: Shares. hors een era eget 11,885 140,755 11,522 134,442 
$167,527 $156,093 


Common shares are shown after deducting 806,151 shares at their issue price of $15 per share, 
which were received as a result of previous shareholdings in companies acquired. 


The details of shares issued and tully paid are as follows: 1976 1975 
Preferred 
Balance beginning..Of Year oi4 ox Wan ecu ny Mer ein hs sak keane vba ey a erate 1,083 1,158 
Issued in the year — 
At $22.50 in exchange for shares of a subsidiary ..........00...0.0.000..000.. 324 = 
At $20.00 on conversion to COMMON ShareS .ooo...o.... ooo eeeeeeee (69) (75) 
Balance: Onda Ol year a yer ote: ie cen RANT D SIO ACE ANG ia NPE tc a ue eA srg 1,338 1,083 
Common 
Balance: beginning: OF Vear ae. F mcs A ites ti UMN een ng. tcuaty meee daa: 11,522 it26 
Issued in the year — 
At $13.913 on the conversion of long-term debt .................0...000cee 200 229 
At $20.00 on the conversion of preferred shares .......0...0000.0..cccceee. 69 TS 
At $7.90 to $21.65 under the purchase plan and on the exercise 
OF Options ana WalrantS | Avett mem als Mca eo Mmite NIN oil Mine Wa oma ye. a fy 94 93 
Balance. end): OF VOar ac CRMs iranict dea Net emi wed ensue seal coer eiuae a Pomsy ine as 11,885 11,522 
The following shares are reserved for issuance: 
Preferred 


734,000 series D pursuant to an arrangement to 
exchange the minority shares of a subsidiary. 


1976 1975 
Common (thousands) 
At $13.913'for the conversion Onmagebt vac) ene eset cca conn ee — 200 
At $20.00 to $24.00 for the conversion of preferred shares ...................... 2,072 1,083 
At $7.90 to $17.00 for the exercise of options and warrants ......:............. 330 447 
2,402 1,730 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


Stock Option Plan 


Options have been granted whereby common shares may be purchased by employees at a price 
equal to 90 per cent of market on the granting date. The details of outstanding options 


are as follows: 


1976 1975 
Options held by Options held by 
Directors Option Directors Option 
& Officers Others Price & Officers Others Price 
(thousands) (thousands) 

Beginning of year ................ 18 14 $ 7.90 to $16.54 33 18 $ 7.90 to $14.75 
GAMTQ RS a cose Peay cee —_—— — ~— 6 4 $16.54 
Exercised gen trier yg! — — — 21 8 $ 7.90 to $14.75 
ElNoionyvean rie 26 18 14 $ 7.90to$16.54 18 14 $ 7.90 to $16.54 


Stock Purchase Plan 

Under the terms of the stock purchase plan 
trustees have purchased, at a price equal to 
approximately 99 per cent of market, and hold 
230,790 common shares for the benefit of 
employees who are directors or officers and 
68,579 common shares for the benefit of other 


11. Contributed Surplus 


Contributed surplus increased by $811,000 
during the year pursuant to the issue of 


12. Income Taxes 


employees. The participants pay for the com- 
mon shares over a period of seven years 
together with interest calculated at 5 per cent 
per annum. The shares are held as security 
by the trustees until full payment has been 
received. 


Series D preferred shares at a premium 
of $2.50 per share. 


The components of the provision for income taxes were as follows: 


1976 1975 
(thousands of dollars) 
Current 
SISIS aR oh cll mc Se Nag MN 0 Oe RRR Oe 2 23,300 21,100 
Rei [Cee en I Caer fo aR Be TR SA A 9,100 7,300 
Seo SEY Ce Rte Part aN Ser MNRAS A ed vice a hacaduan cect ve dia@’ec 4,500 1,100 
$ 36,900 $ 29,500 
Deferred 
FECL aL Ee TEN: he eM ects VISE YSU Uc are tosa tune hiaGak out chusg od aibegw ts puoulcs 7,000 5,700 
SAC aP sty Feh PETC. oo «shRNA EUROS IE Ende aR OTC ee Se 2,800 2,000 
Fea A ame ee ara VER EEO NT ANG Us 8 Sorel ll ced n mgs dad needs oad daabancecenance eee 400 200 
$ 10,200 $ 7,900 
The sources of long-term differences between income for financial statement purposes 
and tax purposes were as follows: 
1976 1975 
(thousands of dollars) 
Excess depreciation for tax PUrPOSES ......... ce enter rte 10,500 5,817 
Prior years losses applied to reduce taxable income .................... — 1,728 
ROLLE MILES MTOR PRR er Re foe nec eR TUG RRM 2 sacs, (Nausea ace al Deeded seat Pednages (300) 355. 
$ 10,200 $ 7,900 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


A reconciliation of the company’s effective income tax rates to the normal federal 


income tax rates is as follows: 


1976 1975 
Federal income tax rates so) c is ree see tay at oe nate ke a mA a 46.0% 47.0% 
Federal tax incentives for manufacturing and processing ....................... (2.5) (2.8) 
Provincial income tax, less federal:abatement nen ere cate take 2.7 1.8 
Foreign income subject to lower effective tax rates .............0..0..cee. eon (1.9) 
Federal corporate surtax, capital gains benefits and other, net.............. (.4) 0.1 
Effective income tax rates ee aor hemes nee rien Natta tela ese aM 45.8% 44.2% 


Canadian federal income tax regulations 
provided a one per cent rate reduction in 
each of the years from 1973 to 1976. 


No significant decrease in deferred income 
taxes payable is anticipated within the next 
three years. Provisions have not been made 


13. Net Income per Common Share 


for Canadian income taxes on undistributed 
active business earnings of foreign subsi- 
diaries inasmuch as such earnings are being 
reinvested in foreign operations. Provision 
has been made for taxes on ‘‘Foreign Accrual 
Property Income” as defined by the Income 
Tax Act (Canada). 


The weighted average number of shares used in calculating net income per common share 


is as follows: 


Basic and Primary 
Weighted average Common shares .............. 
Shares pertaining to stock options .............. 


Fully Diluted 
Weighted average common shares .............. 
Shares pertaining to 
~—'‘CONVErsion Of Gebt). 5) me caer een ee 
— conversion of preferred shares ................ 
— options and Warrants ete. ua weer anuge mri, 


Basic and primary income per common share 
have been calculated after reducing net in- 
come by $1,345,000 in 1976 and $1,314,000 in 
1975 being the dividends on Series A, B and 
D preferred shares. 


Net income used in determining fully diluted 
income per common share has been increased 
by $136,000 in 1976 and $120,000 in 1975 


Canadian United States 

1976 1975 1976 1975 
(thousands) 

11,749 11,364 11,749 11,364 
—_ — 125 Ties 
11,749 11,364 11,874 11,437 
11,749 11,364 11,749 11,364 
107 266 107 266 
1,181 1,119 1,181 4119 
417 450 138 13 
13,454 13,199 13,175 12,822 


being the after tax effect of interest on debt 
assumed to be converted. Net income was 
further increased for purposes of calculating 
Canadian fully-diluted income per common 
share by $398,000 in 1976 and $430,000 in 
1975 to give effect to an imputed return of six 
per cent on funds which would have been 
available on the exercise of options and 
warrants. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) " 


14. Commitments and Contingent Liabilities 


Outstanding commitments relating to the 
construction of plants and the purchase of 
equipment amount to approximately 
$21,600,000 at December 31, 1976. 


indebtedness and contract obligations of 
other companies have been guaranteed up 


15. Additional Information 


Prices and Incomes Controls 

The Canadian operations of the company are 
subject to the Anti-Inflation Act (Canada) and 
its regulations under which selling prices, 
margins, dividends and compensation are 
restrained. The company has complied in all 
material respects with the controls. 


Retirement Plans 

Retirement plans exist under which employees 
are eligible to participate after varying years 
of employment and are eligible for benefits 
at age 65. Contributions to plans for salaried 
and hourly employees charged to income 
were $3,050,000 in 1976 and $2,316,000 in 
1975, including prior service costs. An un- 
funded liability of approximately $5,500,000 
at December 31, 1976 is being funded and 
charged to income over periods up to fifteen 
years. 


Remuneration of Directors and Officers 

In 1976, aggregate direct remuneration paid 
or payable by the company and its subsi- 
diaries to 20 directors, 2 of whom were also 
officers of subsidiary companies, and 3 past 
directors, was $153,000. Aggregate direct 
remuneration paid or payable by the company 


Proportion of Revenue by Industrial Category 


Building materials .................... Peer me SLA Lh es 
CO MCHUR MMe een PIN Ment Ok ate Net col 
Housing and land development |... 
TIER fe US Te SL ST, Sri NE Se ais Re an 
[upeW IP Tey Oo Sane Lic gh ay eR ner tel A 


to $3,900,000 at December 31, 1976. 


As a partner in various unincorporated joint 
ventures, the company is contingently liable 
for all joint venture liabilities. As at December 
31, 1976 joint venture assets exceed liabilities 
in all ventures. 


to 19 officers, 4 of whom were also directors, 
was $1,547,000. In 1975, aggregate direct 
remuneration paid by the company and its 
subsidiaries to 20 directors, 2 of whom were 
also officers of subsidiary companies, and 

2 past directors, was $257,000 and aggregate 
direct remuneration paid to 13 officers, 3 of 
whom were also directors, was $1,286,000. 


Reduction of United States Income Taxes 
The reduction credited to retained earnings 
resulted from the sales of investments and 
revenue properties acquired at costs which 
were less than their tax bases. 


Comparative Figures 

Certain 1975 figures have been reclassified 
to conform with 1976 financial statement 
presentation. 


Capitalized Interest Costs 

Interest costs associated with the holding and 
development of land are capitalized in order 
to achieve a better matching of costs and 
revenues. Had these interest costs been 
expensed as incurred, net income for 1976 
would have been reduced by approximately 
$1,400,000. 


1976 1975 

CREM AU Sah ce ree COREE 23% 24% 
NUR ee hs etennan sy Pech 13 14 
Sateh Rata d Me Ghat anete ts 26 20 
ealbnentts Wcihan MesaiRaaricin vey cea sour 16 19 
SSUES Live: Cte nui rea 6 8 
REESE ie Mee SO Rane RRO 7 9 
ANA MRD AR eee Mecca Naat 9 6 

100% 100% 


ee 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(Continued) 


16. Replacement Cost Information 


The impact of the rate of inflation experienced 
in recent years has resulted in replacement 
costs of inventories and productive capacity 
that are significantly greater than the histori- 
cal costs of such assets reported in the com- 
pany’s financial statements. Concurrently, 
technological improvements and design 
changes have generally increased the 
productivity of asset additions. 


17. Quarterly Financial Data (Unaudited) 


The company’s annual report on Form 10-K 
as required by the Securities and Exchange 
Commission, which is available upon request, 
contains information with respect to the 
December 31, 1976 replacement cost of 
inventories, development land and properties 
and fixed assets, together with the approx- 
imate effect which replacement cost would 
have on cost of sales and services and 
depreciation expense for the year. 


Summarized quarterly financial data for 1976 is as follows: 


March 31 
REVENUES il a SUNN alii $171,925 
Grosse Biot ee es elds eae ae 41,545 
NGHINGOMEG fie cor i), dinamma 7,456 
Net income per common share 
SSI ASIC: i tie gene lias Pt Peano 3 an $ 0.61 
Per TREAD Ys ey ome aan Mgt UNA ol 0.61 


Three Months Ended 
- SSS SSS Year Ended 
June 30 September 30 December 31 December 31 


(thousands of dollars) 


$234,551 $237,189 $244,684 $888,349 


62,712 73,503 19,502 257,262 
15,270 17,900 15,075 55,701 


1.28 $451.50 $2514.24) $254.63 
2h 1.46 1.24 4.58 


*Gross profit is defined as revenues less cost of sales and services excluding depreciation, depletion and amortization. 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


COOPERS & LYBRAND 
CHARTERED ACCOUNTANTS 


We have examined the consolidated financial 
statements of GENSTAR LIMITED and subsi- 
diaries as at December 31, 1976 and 1975 as 
set forth on pages 14 through 28 of this report. 
Our examination was made in accordance 
with generally accepted auditing standards, 
and accordingly included such tests of the 
accounting records and such other auditing 
procedures as we considered necessary in 
the circumstances. 


Montreal, Canada 
February 9, 1977 


In our opinion, these consolidated financial 
statements present fairly the financial position 
of GENSTAR LIMITED and subsidiaries as at 
December 31, 1976 and 1975 and the results 
of their operations and the changes in their 
financial position for the years then ended, in 
conformity with generally accepted account- 
ing principles applied on a consistent basis. 


CEE | 


Chartered Accountants 


CN 2 
“ANAOY/ 


